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Management 

Day in the life of 
a customs chief . 
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WORLD NEWS 

Unionists seek 
‘confrontation* 
at talks on 
Ulster’s future 

The Ulster Unionist party 
entered constitutional talk* on 
Northern Ireland saying It tiari 
come to confront Sinn rain the 
IRA’s political wing. Page 9 
Norway nearer to eoaliUon 
Norway’s Christian Democrats 
took the first step to forming a 
new government by rmnmmring 
plans for a coalition with the Lib- 
eral and Centre parties. Page 3 

IMF expects strong growth 

The world economy should 
achieve its strongest growth 
rates for a decade this year and 
next, the International Monetary 
Fund said. Page 4 

Franc* halts nuclear plant 

French prime minister Lionel 
- Jospin said construction of a 
nuclear power plant in the Loire 
estuary would be cancelled. 

Page 2 

Four women seek Mali post 

Ireland’s largest party, Fianna 
' Fail, chose Belfast law professor 
Mary McAleese to fight the presi- 
dential election. She joins three 
other women in the race to suc- 
ceed Mary Robinson. Page 2 

Donor ‘sought to see Clinton* 

A former US official fold the Sen- 
ate committee investigating 
alleged campaign finance abuses 
that she was pressed to allow a 
contributor to Democratic party 
funds to meet President Bill Clin- 
ton. Page 7 

India tackles dafflett 

India announced a surprise pack- 
age of spending cuts and tax 
increases in a mid-year effort to 

rein m the fiscal deficit. Page 6 
» 

HuMmsto pressed 

Japanese prime minister Ryutaro 
Hashimoto faces pressure horn 
political allies over his appoint- 
ment of a minister convicted of 
bribe-taking. Page 6 

Zimbabwe loan frozen 

A $62m loan to Zimbabwe is 
being withheld by the World 
Bank pending assurances from 
Harare on a compensation deal 
for war veterans; Page 4 

Vmniala pots reform on bold 

Venezuela said it could not slim 
its public sector because of “an 
unfavourable political climate'’. 
Page 7 

Mayor jailed after riot 

A court in Macedonia sentenced 
the ethnic Albanian mayor of 
Gostivar to more than 13 years in 
jail for inciting protests in which 
three demonstrators were lolled 
by police. Page 3 - 

Threat to i » aiacMon 

Brazilian president Fernando 
Henriqne Cardoso faces a crisis 
in bis Social Democratic party 
which could damage h is re- 
election chances. Page 7 

L ee d e ra to meat 

Indian prime minister LK Gujral 
said he would meet his Pak i stani 
counterpart, Nawaz Sh a rif, in { 
New York next week. Page 6 I 

Iran protests over kOfinga 

Iran protested to Pakistan about 
the killing of five Iranian air 
force technicians by three gun- 
men in Rawalpindi. Page 6 

India opens Internet 

India opened the internet to pri- 
vate sector providers. Page 5 

Western Sahara plan revived 

Former US secretary of state 
James Baker revived a United 
Nations plan to hold a referen- 
dum on the future of the Western 
Sahara. Page 4 - 

EdHora crack down 

UK national newspaper editors 
promised to crack down on the 
use of paparazzi photographs in 
the wake of the death of Diana, 
Princess of Wales. Page 9; 
Observer, Page 13 
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Solar power 

Beaming energy 
from space 

Technology, Page 24 
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Is the Dutch model 
still valid? 


THURSDAY SEPTEMBER IS 1997 


BUSINESS NEWS 

Breakthrough 
for Intel with 
64-megabit 
memory chip 

Intel, the world's leading 
semiconductor manufacturer, has 
achieved a breakthrough that 
doubles the data storage capacity 
of certain memory chips with, its 
new 64megabit “flash” memory 
chip. Page 15 

Share* in Bic. the French pens, 
lighters and razors group, rose 
4.71 per cent to FFr440 ($74.57) 
after ft claimed a legal victory in 
its battle to acquire US-based pen 
manufacturer Sheaffer. Page 18 

Aon, the US-based insurance 
broking group, is among the con- 
tenders to acquire all or part of 
Germany's biggest insurance bro- 
ker, Jaudh & Huebener. Page 18 

Bertrand Fauro, the French car 
parts maker, reported first-half 
net income up 60 per cent to 
FFr281m ($47. 6m) on turnover up 
11 per cent at FFr8bn. Page 18 

PC Corporation, the 

Singapore-based information 
technology group, has acquired 
an additional 37.52 per cent stake 
in German telephone manufac- 
turer Hagenuk Telecom to take 
its holding to 75.1 per cent 
Page 18 

Tokyo stock exchange is to relax 
listing criteria for foreign compa- 
nies and extend trading hours as 
part of a campaign to revitalise 
the stock market and boost trad- 
ing volumes. Page 15 

Israel Aircraft Industries 

expects to end the year with a 
net profit of $2Qm after returning 
to the black during the first six 
months. Page 18 

France Telecom announced 
new call rate reductions. The cost 
of domestic long-distance calls 
will fall an average of 21 per cent : 
and international calls by 17.5 
percent Page 18 

l len we e A Maurttz, the Swedish 
retail fashion chain, reported a 44 
per cent rise in nine-month pre- 
tax profit to SKrL46bn ($19lm) 
on the back of strong sales 
growth. Page 19 • 

British Qas, the UK utility, 
announced a £l£bn share buy- 
back, slashed its dividend and 
wrote down the assets of its main 
business by nearly £5bn ($8bn). 
Page 15; Lex, Page 14 

Stocfcfwfan stock exchange 
launched an inquiry into alleged 
share dealing irregularities 
involving ICB Shipping, the 
tanker operator at the centre of a 
SKr3.12bn ($41Qm) hostile bid by 
Bermuda-based rival Frontline. 
Page 15 

Adecco, the Franco-Svriss 
employment agency, has 
strengthened its position as 
world leader in temporary staff- 
ing through the $3875m acquisi- 
tion of Tad Resources Interna- 
tional of the US. Page 18 

Promodta, the French retailer 
which has launched a FFr28bn 
($4.7bn) bid for its rival. Casino, 
is demanding that the stock mar- 
ket authorities declare a rival 
friendly hid illegal. Page 18 

Aseom, the Swiss telecoms 
group which lost SFrl28ra last 
year, increased operating profits 
by 36 per cent to SFr53m ($37-8m) 
in the first six months of 1997. 

Page 18 

Savoy Hotels' ambitions to 
ex pand its Chain of luxury hotels 
overseas may be hampered by 
continuing wrangling ova- the 
ownership of the company. 

Page21 

Next, the UK high street clothing 
retailer, signalled tougher times 
for fashion as it disappointed the 
market with slower than expec- 
ted current sales growth. 

Page 21; Lex, Page 14 


Link-up poses threat to Liffe 


By FT reporters 

The three largest futures and 
options e xcha n g es in Continental 
Europe have joined together to 
challenge London’s dominance of 
fhf> business. 

The tie-up - between Frank- 
fort’s Deutsche Tenninbfirse, the 
second largest exchange in 
Europe after the London Interna- 
tional Financial Futures and 
Options Exchange, Matif, the 
French exchange, and Soffex in 
Zurich - has also been spurred 
by fears of significant overcapa- 
city after the implementation of 
European monetary union in Jan- 
uary 1999. 

The introduction of the euro 
will reduce the need for hedging. 
As a result, futures and options 
trading is expected to decline. 

“The Challenge from next year 
is the euro. It is a question of do 
or die.” said Gdrard Pfeuwadel, 

Matif r-hairman. 

The combined turnover on the 
three exchanges exceeds the 
100m futures contracts traded 


Exchanges join forces to 
end London’s dominance 


last year on Liffe. The agreement 
will result in a joint list of prod- 
ucts including products on the 
future European single currency. 
The exchanges also plan to offer 
a single trading screen listing all 
their products. 

In addition, they would set up 
a unified clearing and settlement 
facility and a revenue-sharing 
scheme. “Our members are sick 
and tired of scattered markets, 
different rules and of paying dif- 
ferent entrance fees everywhere," 
said Werner Seifert, chairman of 
the German exchange. 

In the longer term, the agree- 
ment is expected to be extended 
to the stock markets of each 
participant 

The tie-up also promises to 
bring to a head the debate over 
whether cheaper computerised 
trading - the system preferred by 


the continental exchanges - will 
overtake the open outcry trading 
system - where traders face each 
other on a large exchange floor - 
used by Liffe. The London 
exchange remains a strong 
defender of open outcry. 

Daniel Hodson. ehirf executive 
of Liffe, yesterday said In an 
interview he was confident Lon- 
don would maintain its domi- 
nance. “The market wants to 
trade Emu products on Liffe, it 
wants to trade on open outcry," 
he said. “The power of Liffe has 
been the driving force behind 
this merger." 

He added that if Matif. aban- 
doned open outcry, Liffe would 
seize the opportunity to launch 
derivatives on French interest 
rates. 

Matif bas made dear that all 
its new products will be traded 


on screen, implying that its open 
outcry service would decline 
gradually as demand for older 
products faded. 

Jean-Francois Theodore, chair- 
man of the Sod&te des Bourses 
Franpaises, the French stock 
exchange, said yesterday's agree- 
ment would lead to "a unified 
system of markets" which he lik- 
ened to the future European Cen- 
tral Panic. 

He said the initiative was 
largely driven by the euro, 
“which will be a reality before 
January 1 1999”. 

Yesterday’s announcement fol- 
lows the merger two weeks ago 
between DTB and Soffex into a 
sldgle market called Eurex. The 
move also coincides with merger 
talks between the Soctetfe des 
Bourses Franpaises and Matif. 

Reporting by Graham Bowley 
in Prankfurt, Andrew Jack in 
Paris, and Samer Iskandar and 
Edward Luce in London 

Continental monolith. Page 19 


US withdrawal clears the way for 89-nation ban 

Clinton refuses to 01 

vit" - 

sign anti-mine pact - 


By Tim Burt hi Stockholm and 
Bruce Clark hi Washington 

President Bill Clinton said 
yesterday the US would not sign 
an international treaty outlaw- 
ing anti-personnel mines, after it 
foiled to win exemptions to the 
proposed ban. 

Speaking in Washington, Mr 
Clinton expressed regret at the 
decision but added that “in good 
conscience” he could not add 
America’s name to the treaty 
which is in the final stages of 
negotiation in Oslo. 

US proposals for a nine-year 
delay to the treaty - and exclu- 
sions for both the Korean penin- 
sula and the Pentagon’s latest 
generation of “smart" anti-tank 
mines - had encountered strong 
opposition. 

Mr Clinton’s refusal to sign 
averts the prospect of a dash 
over the issue between the US 
administration and armed ser- 
vice chiefs. 

Relations between the White 
House and the services were 
strained over the weekend when 
the administration offered to 
sign the treaty, subject to the 


granting of a nine-year delay 
before the removal of mines from 
the Korean peninsula. 

“As commander-in-chief, I will 
not send our soldiers to defond 
the freedom of oar people and 
the freedom of others without 
doing everything we can to make 
them as secure as possible," the 
president said. 

“We went the extra mile and 
beyond to secure this treaty,” he 
insisted, adding that the condi- 
tional US offer laid down in Oslo 
remained on the table. 

His announcement came two 
days before the end of the three- 
week conference. Tributes to the 
anti-mine crusade of Diana, Prin- 
cess of Wales - who died just 
before the conference opened - 
heightened expectations that a 
global ban could be agreed. 

Nevertheless, Washington’s 
withdrawal is expected to dear 
the way for 89 countries to sign 
a treaty prohibiting the use, 
export, production and stockpil- 
ing of anti-personnel mines, 
which kill or maim 25,000 people 
a year. The absence of the US, 

Continued on Page 14 



President Clinton, left, with Vice-President A1 Gore at a White House 
press conference yesterday, after he had formally rejected the pro- 
posed $368.5bn national tobacco settlement Report, Page 14 fmm 


Peter Martin, Page 26 


Approval 
of database 
scheme 
raises beef 
ban hopes 

By Michael Smith in Brussels 
and Maggie Uny in London 

European Union veterinary 
experts yesterday gave the first 
glimmer of hope to the UK beef 
industry by backing a scheme to 
resume some beef exports nearly 
18 months after the blanket ban 
imposed when the BSE crisis 
broke.. 

However, only exporters in 
Northern Ireland appear to bene- 
fit from the Scientific Veterinary 
Committee’s report on the 
so-called -certified herds scheme, 
exacerbating a rift between 
producers there and mainland 
Britain. 

The committee said beef 
exports could be permitted where 
a computerised database of cattle 
movements existed that would 
show whether an animal had 
ever been exposed to BSE. "An 
adequate system does appear to 
exist in Northern Ireland,” it 
said. A computer database Is 
being set up far mainland Britain 
but will not be ready until the 
spring. 

The committee also raised the 
hopes of producers in mainland 
Britain by saying it “welcomes 
and encourages” another UK 
proposal for exports of beef from 
cattle bom after August 1 last 
year. By that date contaminated 
feed, thought to have caused the 
BSE epidemic, had been 
eliminated. 

The committee’s endorsement 
of the certified herds scheme has 
to be approved by a majority of 
the other 14 EU member states 
before any exports could be per- 
mitted. Although a qualified 
majority would secure approval, 
Germany and some of the Bene- 
lux countries are likely to take a 
highly sceptical view. 

The political process will take 
months, making any resumption 
of exports before the New Year 
difficult 

The “bom-after” scheme, yet to 
be formally presented to Brus- 
sels, is preferred by mainland 
British producers, and could 
eventually open the door to a full 
resumption of exports. 

Last night Jack Cunningham, 
agriculture minister, said: “At 
first glance this looks like good 
news. We will examine the 


Continued on Page 14 


Daewoo links with 
Ukraine carmaker 


By Haig Sfrnonfan, 

Motor Industry Correspondent 

Daewoo, the South Korean 
industrial group, yesterday 
created a joint venture with the 
biggest carmaker in Ukraine, 
furthering its ambitions to 
acquire much of the motor indus- 
try of the former eastern bloc. 

Daewoo and AvtoZaz, the 
Ukrainian company, which is 85 
per cart state-owned, will spend 
$L3hn over the next six years on 
a venture effectively taking over 
the country’s car industry. 

Daewoo will invest half the 
venture's $800m Initial capital. 
AvtoZaz will make up its share in 
the form of fixed assets. The ven- 


ture will modernise and increase 
capacity at AvtoZaz 1 s Zaporozhye 
plant and create a nationwide 
sales and service network. The 
company also plans to develop an 
engine and update the Tavria, 
AvtoZaz ’s outdated current 
model 

The deal marks a further step 
in Daewoo’s expansion into east- 
ern Europe against competition 
from General Motors. Earlier this 
year, the two informally agreed 
to coordinate efforts to buy into 
AvtoZaz after Daewoo appeared 
to gain the upper band in negoti- 
ations. 

GM plans to sign a separate 
Continued on Page 14 
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Four women in battle for Irish presidency 


Dublin politicians are looking for another Mary Robinson 


By John Murray Brown 


Fi anna Fail. Ireland's largest 
party, yesterday chose a 
little-known Belfast law 
professor as its candidate 
for next month's presid- 
ential election, with Mary 
McAleese joining three other 
women In the race to suc- 
ceed Mary Robinson. 

The surprise vote by the 
Fianna Fail parliamentary 
party followed intense dis- 
cussions during the weekend 
as MS McAleese's supporters 
sought to block the nomina- 
tion of Albert Reynolds, the 
former prime minister and 
party leader. 

She won by 62 to 48, but 


Tighter 
policies 
urged in 
Poland 


By Anthony Robinson and 
Chris to pher Bobinski 
Bn Warsaw 


LEGAL NOTICE 


NOTICE TO BONDHOLDERS 
YAMATO TRANSPORT CO, LTD. 
US$40 #00.000 3 PER CENT 
CONVERTIBLE BONDS 2000 


NoW» te tieratjy pwn m Hw hOttw* ol 
the above mentioned Bonds tnat The 
Mppon Cratt Bank. LH has raetoned as 
Paying Agent and Conversion Agent for 
Ywretto Transport Co.. LaL tai connection 
mtfi the above mentioned issue effective 
as horn 30th Sepfemtor. 1997. 
16/9/97 Yamakj Transport Co., Ltd. 


Paying Agents 


The FuffBnK Limbed 
Favor Plato House, 
7-11 FMuydtas, 
London EC 2 M 70 H 


The Sekun Bank United. 
Ground a 1 st Floor, 6 Bnadgata, 
London EC 2 M 2 RQ 


The Yaauda That & Banking Co, Ltd. 
1 Liverpool Street, 

London ECSH7NH 


The Industrial Bank of Japan 
(LweralXMrfl) SA, 

G rus Jeon Uonnet, 

L-Bi 60 Luxembourg. 


Tin Bank ol Tokyo MHsu&MU. Ltd. 
MrueSatne-Anne, 

IMOl Pari*. 


Morgan Gumnty TVwat Company 
ot Now York, 

Avenue des Ada 35 , 
B-lOtifl Brussels. 


Union Bank of Swfttftfand. 
BohnhofatrasaetiS. 
CH-8021 Zurich. 


siuuiMflUlM .118 unoenuunK 

O to g flie t 
Hensgs&asns 15, 
«217 OuwoMtort, 


only after a second ballot, 
when she appears to have 
picked up the votes of the 
other candidate. Michael 
O'Kennedy, a former EU 
commissioner. 

The search for a candidate 
has caused deep rifts within 
Fianna Fall but If the party 
machine ran unite behind 
Ms McAleese, she may yet 
win the election. 

Paddy Power, the Dublin 
bookmaker, still had Adi 
Roche, a charity worker 
nominated by Labour, Demo- 
cratic Left and the Greens, 
as favourite to win the vote 
on October 30. ahead of Ms 
McAleese, Mary Banotti, 
Fine Gael party candidate 


and a member of the Euro- 
pean parliament, and Dana, 
the former Eurovision song 
contest winner. 

Labour nominated Mrs 
Robinson in 1990 and Dick 
Spring, the party leader, 
may well feel be can again 
outflank the larger parties 
with the admired but politi- 
cally inexperienced Ms 
Roche. 

The decision of all the 
main parties to choose 
women is the most striking 
evidence of the legacy of Mrs 
Robinson, who transformed 
the presidency from a sine- 
cure for retired, and until 
now male, former politi- 
cians. 


The Fianna Fall members 
who voted against Mr Reyn- 
olds appear to have included 
several members of of Mr 
Bertie Ahern’s cabinet. Mr 
Reynolds has been seen as a 
liability after after his 
involvement in the Irish beef 
industry and other wwrodal 
which could have damaged 
Fianna Fail's camp ai g n 
Once the other parties had 
opted for women candidates 
on Tuesday, the case fear Ms 
McAleese appears to have 
gained ground within the 
party. Like Mrs Robinson 
she has been a professor at 
Dublin's Trinity College. She 
is a conservative Catholic, 
opposes abortion and repre- 





New women for Ireland (from left); Adi Roche, Dana, Mary Banotti and Mary McAleese 


seated the Church hierarchy was brought up in the chancellor of Queen's Uni- 
at the New Ireland Forum In Ardoyne, one of the toughest versity in Belfast, the high- 
the early 1980s. republican, neighbourhoods est post ever attained by a 

A strong nationalist, she in Belfast- She is pro-vice- Roman Catholic there. 


Norway closer to centre-right coalition 


By Tim Burt in Stockholm 


Poland needs -tighter 
monetary and fiscal policies 
to head off tbe risk of a 
Czech-s tyle financial crisis, 
Hanna Gronkiewtcz-Walz, 
the president of the National 
B ank of Poland (NBP), 
warned yesterday. 

She was defending a con- 
troversial central bank deci- 
sion to drain up to 7bn zlo- 
tys (S2bn) from the economy 
by offering 2 per cent more 
than commercial Htmfrc 
for retail deposits. 

"It is better that economic 
growth is kept within a 4 to 
6 per cent range consistent 
with macroeconomic stabil- 
ity as higher growth will be 
inflationary and destabilis- 
ing.” she said. "Growth 
could be higher if s truc tura l 
obstacles were removed and 
privatisations speeded up." 

The central bank's deci- 
sion to compete directly 
with the commercial banks 
is aimed at curbing credit 
expansion, especially con- 
sumer credit which grew 32 
per cent over the first seven 
months, helping to suck in 
imports at an unsustainable 
rate. 

The NBP is offering the 
higher rate of 21.5 per cent 
on six-month and 22^5 per 
cent on nine-month deposits 
and wants the commercial 
banks to come into line.. Ms 
Gronktewicz-Walz added 
that the central bank’s move 
was also aimed at counter- 
balancing central bank 
loans to the government for 
flood relief “which should 
have been financed in 
another way through taxa- 
tion”. 

The ex-communist-led gov- 
ernment has been reluctant 
to raise taxes prior to elec- 
tions this weekend. Bat 
Marek Belka, finance minis- 
ter, said there were already 
indications that import 
growth was slowing while 
the budget deficit this year 
would be lower than the 
budgeted 2.8 per cent of 
gross domestic product. 

"The trade deficit could 
rise to $12 bn this year from 
$8.3bn in 1996. But the 
$6.7bu deficit registered 
over the first seven months 
indicates that the annual 
deficit will in fact be lower," 
he added. 


Norway's Christian 
Democrats yesterday 
announced plans to forge a 
coalition with the Liberal 
and Centre parties, taking 
the first step towards form- 
ing a new government 
The three parties, which 
together captured 26.1 per 
cent of the votes in Mon- 
day's parliamentary elec- 
tions, are now negotiating to 
find a common policy plat- 
form by October 13, when 
the minority Labour govern- 
ment is expected to resign. 


Although Labour polled 
more votes than any other 
party. ThorbJorD Jagland, 
the prime minister said be 
would stand down because 
Labour's share of the vote 
had fallen 5 per cent to 35.1 
per cent 

That has cleared the way 
for a centre-right coalition 
led by Ejell Magne Bonde- 
vik, parliamentary leader of 
the Christian Democrats. 

Dag Magnus Rengas, polit- 
ical secretary of the Chris- 
tian Democrats, yesterday 
said the opposition parties 
were discussing the composi- 


tion of a new cabinet and 
proposals for increased wel- 
fare spending - funded 
partly by the government's 
petroleum fund. 

Although he stressed that 
no policies had been for- 
mally agreed. Mr Rengas 
predicted the new govern- 
ment would invest mare in 
family benefits, while 
increasing pension entitle- 
ments and aid for small busi- 
ness. 

Party officials said welfare 
spending could be Increased 
without raising taxes or 
draining the petroleum fund 


because higher oil prices and 
favourable currency transla- 
tion had pushed oil revenues 
above 'previous estimates. 

In the run-up to tbe elec- 
tion. Valgerd Svarstad Haug- 
lanH, rihairmwn of the Chris- 
tian Democrats. claimed that 
rising oil prices had 
increased the size of the 
petroleum fund by almost 40 
per cent to Nkr70bn ($9.6bn). 

The Liberal party, mean- 
while, hinted that the coali- 
tion would place more 
emphasis on environmental 
legislation. 

Terje Johansen, Liberal 


MP for Akershus, also said 
the Conservative party had 
promised not to vote against 
t he coalition in parliament, 
thereby greatly increasing 
its prospects of survival. 

Conservative support, he 
added, would help the coali- 
tion withstood pressure from 
Labour and the extreme 
rightwing Progress party, 
which won 15J per cent of 
the votes. 

"It is going to be a slalom 
government between Labour 
and the right wing, and 
there might have to be re-ne- 
gotiations between the coali- 


tion partners from issue to 
issue," said Mr Johansen. He 
confirmed, however, that 
there was unlikely to be sig- 
nificant change in Norwe- 
gian foreign policy under the 
new a dminis tration. 

In Oslo, financial analysts 
said trading in bonds and 
shares had calmed, with 
investors shrugging off the 
election results and few deal- 
ers expecting wholesale 
changes in economic policy. 

The Norwegian krone was 
yesterday trading at NKr7.18 
to the dollar, down from 
NKr7.30 on Tuesday. 


Bundesbank in 


warning on 
inflation risks 


Romania government agrees 
to take on bank’s bad debt 


By Anatol Ueven 


By Graham Bowfey 
in Frankfurt 


The Bundesbank yesterday 
warned that the risk of 
higher German inflation had 
clearly increased since the 
summer, vowing to raise 
interest rates if inflationary 
pressures caused by the 
D-Mark’s sharp decline 
against other currencies 
threatened to spread to other 
parts of the economy. 

But it warned that so far 
the effect of the weaker 
D-Mark - which makes 
imports more expensive - 
had been balanced by wage 
restraint and productivity 
increases and cautioned 
against making too much of 
tbe inflationary danger. 

“It will , be decisive 
whether wage increases wifi 
continue to be moderate and 
balance out the effects of 
imported inflation,” it said 
in its latest monthly report 

The Bundesbank's latest 
assessment of the German 
economy comes at a sensi- 
tive time when some econo- 
mists are speculating that it 
may raise interest rates 
soon. The Bundesbank is 
due to hold its monthly 
council meeting today, 
though most economists do 
not expect a move on rates. 

In a fresh attack on the 
German government and 
opposition parties over failed 
attempts to reform tbe tax 
system., the Bundesbank 
called for an end to political 
uncertainty, which it said 
was deterring new invest- 
ment It said that otherwise 


the conditions for invest- 
ment were favourable since 
company profits were higher 
and interest rates were low. 

It called for continued 
restraint in wage increases, 
to make sure that exports 
remained competitive and to 
increase the attractiveness 
of Germany for foreign 
investors. 

It said economic growth 
was picking up speed, 
fuelled mostly by exports. 
But it said that growth was 
also becoming more broadly 
based as demand within Ger- 
many picked up. However, it 
warned that growth of 
domestic demand would be 
limited as long as unemploy- 
ment remained high. 

It urged the government to 
use the present upswing to 
address the country's prob- 
lems. including making 
labour and goods markets 
more flexible. 

"Despite the powerful 
export growth and the 
encouraging progress in the 
government programme for 
increased growth and jobs, 
the German economy's prob- 
lems are still far from being 
solved,” it said. 

The Bundesbank said that 
inflationary pressures had 
also been fuelled by a 
pick-up in consumer prices 
and in a dmin istrative costs 
following an increase in pre- | 
script! on fees and a rise in 
car tax. It said companies , 
might be tempted to pass on I 
to their customers the 
increase In import prices I 
caused by the D-Mark’s 
weakness. I 


The Romanian government 
ann ounced yesterday that it 
would take over up to 
3.370bn lei ($44 9m) of bad 
debts to the state-owned 
agricultural bank, Banca 
Agricola, as part of its 
restructuring in preparation 
for privatisation. 

It also announced that the 
bank’s board will be 
suspended and replaced by a 
government-appointed com- 
mittee. 

Last week, Mircea Ciu- 
mara, the finance minister, 
said that the new estimate of 
the bank's bad debts was 
3,500bn lei, sharply up from 
a previous estimate of 
2,70Cfbn let 

In July, the government 


ordered the newly appointed 
board of the bank to draw op 
a special balance sheet so as 
to clarify its loan portfolio 
situation. The State Property 
Fund, which owns 54 per 
cent of Agricola, pledged a 
total of SOObn lei in re- 
capitalisation by the end 
of this year. 

The restructuring of 
Banca Agricola was among 
the conditions set by the 
World Bank for the release 
of its Financial and Enter- 
prise Restructuring loan. 

The World Bank has been 
calling for the rapid pri- 
vatisation at Romania's six 
state-owned banks, which 
between them stfll account 
for the great majority 
of the country’s banking 
business. 


The government has said 
that Agricola will be the 
third bank to be privatised, 
sometime next year, but the 
news that its bad debts were 
so much higher than ini- 
tially stated has underlined 
the extremely difficult 
nature of the privatisation 
process. 

Romanian officials con- 
tinue to insist that one bank 
at least, the Romanian 
Development bank, will be 
privatised by the end of this 
year. Originally, the World 
Bank had hoped for two pri- 
vatisations, but independent 
observers in Bucharest think 
that even one may be too 
optimistic. 

Banca Agricola suffered 
even more than other banks 
from the lax and murky 


credit policies of the previ- 
ous Romanian government. 
IQ particular, it was used to 
extend sizeable new soft 
loans to former state forms 
in the imnipriiatfi rtin-up to 
the elections last November. 
Agri cola's president, Liviu 
Marica, said that over the 
past four years the state 
guaranteed the bank loans 
to the tune of 5,000bn let 
s omething that the finance 
ministry denies. 

The government 
announced yesterday that as 
part of taking oyer the bad 
debts, it would issue negotia- 
ble state bonds to be entered 
in Banca Agricola’s balance 
sheet, and that customers of 
the bank with overdue debts 
to it would have their depos- 
its frozen. 


French PM halts nuclear plant 


By Bertrand Benoit in Faria 


Lionel Jospin, the French 
prime minister, has 
announced that the con- 
struction of the Carnet 
nuclear power plant in the 
Loire estuary will not go 
aheqd - 

EDF. the state electricity 
utility, which Initiated the 
project in 1988, said yester- 
day: "With tile decision to 
stop Carnet, we will not be 
considering new plants 
before 2010 at the earfiest” 
It added that its Civaux 
plant, under construction 
near Poitiers, will mark the 
end of the current construc- 
tion programme. 

Le Carnet was to have 
been one of the next wave of 


plants which were to start 
operating in the next cen- 
tury. EDF said that building 
work on the site, which was 
being levelled to receive the 
structure, would not have 
started for another two 
years. 

There are 60 nuclear reac- 
tors operating in France 
providing 75 per cent of the 
country’s electricity. The 
industry, which employs 
100,000 people, has received 
overall investments in tbe 
range of FFrl.OOObn 
(Sl64bn) since the 1960s. 

Anti-nuclear activists and 
local associations which 
opposed the project had 
received Mr Jospin’s support 
when he visited the nearby 
city of Nantes during his 


election campaign in June. 

The nuclear industry in 
France is facing increas- 
ingly critical grass-root 
movements and a govern- 
ment coalition which is 
more ambivalent towards ft 
than its predecessors. 

Dominique Voynet, the 
Green environment minis- 
ter, said this week that 
Cogema, the state-owned 
unclear engineering group, 
hhd "made a mistake” in the 
descaling operation at its 
controversial nuclear repro- 
cessing plant in La Hague, 
near Cherbourg. She said a 
review of the norms. regula- 
ting waste disposal by 
Cogema would be under- 
taken in the near future. 

The row about the con- 


tamination caused by the 
descaling operation in La 
Hague had intensified last 
Sunday when Greenpeace 
said it had found two bar- 
rels of radioactive waste 250 
metres off the beach, an 
allegation denied by 
Cogema. 

The cancellation of the 
Carnet project follows the 
announcement by Mr Jospin 
last June to close tbe fast 
breeder reactor Superphg- 
nix. The experimental plant, 
which had never been fully 
operational, had attracted 
criticism from environmen- 
tal activists and the Greens 
for being too costly and haz- 
ardous. The Socialist party 
had pledged to close it in its 
May election manifesto. 


Young Turks the pawns in education move 


T hirteen million Turk- 
ish children returned 
to school this week 
after the long summer holi- 
day. 

Few could have started the 
new school year with as 
much trepidation as Hikmet 
Ulugbay. education minister. 

He is In charge of the 
country’s controversial secu- 
larist education reforms, 
intended to stamp out the 
growing influence of politi- 
cal Islam in schools by 
increasing to eight years 
from five years the period of 
compulsory education. The 
government rushed the 
changes through parliament 
a month ago, hoping that the 
new system would reduce 
the number of pupils enroll- 
ing in Islamic schools. 

Turkey's secularist gener- 
als first demanded the 
reforms In February after 
denouncing the religious 
schools as fundamentalist 
breeding grounds. However, 
the changes could only be 
enacted by a new secularist 
government that took office 
following the fan In June of 
Necmettin Erbakan, the for- 
mer Is lamist prime minister. 

Some commentators pre- 
dicted havoc, with 800.000 
more children staying on at 
school for an extra three 


years’ education, over- 
whelming the crumbling, 
under-financed school sys- 
tem. However, few schools 
have reported serious prob- 
lems. Although Mr Erbak- 
an's Welfare party bitterly 
opposes the reforms, the sec- 
ularist majority strongly 
support the new system. 

In preparation for the new 
term, teachers at Ulus school 
in central Ankara were scur- 
rying along the corridors in 
work clothes painting class- 
rooms and bolting new 
blackboards to the walls. 
Mustafa Gelenk, headmaster, 

said; This is the first refur- 
bishment since 1939. The 
government never gave the 
school money for anything. 
We needed donations from 
parents to buy things like 
blackboards. Now the money 
will come." 

Bursting with enthusiasm, 
he added: "Eight-year educa- 
tion is one of the most 
important revolutions in 
Turkish history." 

The education system has 
become a battleground in a 
struggle between the secu- 
larists and the Islamist 
minority to shape the minds 
Of the nation’s next genera- 
tion. Religious schools grew 
Strongly in recent years by 
often providing better educa- 



Tnrklsh riot police charge Islamists protesting at government education plans recently 


tion than conventional 
schools but with a heavy 
overlay of orthodox Islam. 
Children could begin attend- 
ing these state-supported 
schools at the age of 11 after 
spending the compulsory 
five years in the conven- 
tional school system. 

But the generals, self-ap- 
pointed guardians of the sec- 
ularist heritage of Kemal 
AtatOrk, founder of modem 
Turkey, consider them a 
national security threat. 
Admiral GOven Erkaya, out- 
going naval commander, bps 
said Islamists were using tbe 


education system to help 
“bring down the current 
regime". He warned: “These 
groups will be countered by 
the military.’' 

After forcing the collapse 
of the Islamist-led govern- 
ment. the generals 
demanded that the new gov- 
ernment allow religious 
schools to enrol children 
only after eight years in 
mainstream schools. Rela- 
tively few children stay in 
school after 15, and secular- 
ists think a longer period in 
conventional schools would 
make them more resistant to 


Islamist “brain washing”. 

However, opposition to the 
reforms has mobilised only a 
small core of rowdy protest- 
ers. who take to the streets 
after Friday prayers in Istan- 
bul and a few other cities. 
Mr Erbakan’s aides say they 
are avoiding confrontation 
with the secularist establish- 
ment while the constitu- 
tional court considers a pros- 
ecutor’s demand that the 
government close Welfare 
and ban its leaders, includ- 
ing Mr Erbakan, from, politi- 
cal life for conspiring 
against the secular system. 


Although the military 
demanded education reforms 
as a political measure to 
block Welfare's ascent, 
tea che rs hope that years of 
official neglect of education 
are coming to an end 

Schools are overwhelmed 
by a surge in pupil numbers 
and declining budgets. 
Teachers are poorly paid and 
classrooms overcrowded, 
and the emphasis is on rote 
learn i ng; Mr Celenk says 95 
per cent of Ids pupils have 
learning problems. 

Parents often take chil- 
dren from school early 
because they cannot afford 
uniforms and books, and 
send them to work. As a 
result, Turkish children 
average 3.6 years of school- 
ing and one quarter of 10- to 
14-year-olds work. 

Mr Ulugbay said the gov- 
ernment needed to spend 
about $6bn on reforming the 
education system over the 
next three years. However, 
educationalists suspect 
future governments will not 
honour this commitment 
and expect schools will soon 
slip back to their accus- 
tomed position dose to tbe 
bottom of the political 
agenda. 


John Barham 


Russian 
bankers 
urged to 

play by 
rules 


By John TtwmWh and 
Chrystia Freeland 
in Moscow 


The “war of the banks” has 
caused great damage to Bus- 
sia and must stop if th® 
country wants to attract the 
investment needed to turn 
around the economy, Vladi- 
mir Potanin, head of the 
Russian Oneximbank group, 
said yesterday. 

Mr Potanin, who has been 
fiercely criticised by fellow 
bankers after winning priva- 
tisation auctions for the Svy- 
azinvest telecommunications 
company and the Norilsk 
Nickel mining group, said all 
Russia's businessmen must 
learn to play by a new set of 
rules and create fair compe- 
tition in the marketplace. 

In an interview with the 
FT, Mr Potanin said he was 
pleased to hear President 
Boris Yeltsin instructing a 
group of six bankers in the 
Kremlin on Monday to stop 
their trirfla war against one 
another and their attacks on 
the government. 

“I was very glad to hear It 
It answered my worries.’’ he 
said. 

“The government has 
established new rules. There 
will be no inside deals and 
the rules will work the same 
for everybody.” 

Maxim Boiko, the new pri- 
vatisation minister, empha- 
sised yesterday that the gov- 
ernment would apply strict 
rules of opm competition to 
the four important privatisa- 
tion sales slated to take 
place before the end of the 
year. 

Foreign investors would 
be treated as fairly as Rus- 
sian ones, he said. 

“There will be a very 
clear, single-minded 
approach to privatisation. 
The rules must be fair and 
we have to treat every inves- 
tor an the same terms.” he 
said. 

But Grigory Yavlinsky, 
head of the liberal Yabloko 
faction, said it would be 
extremely difficult for the 
government to disentangle 
itself from Its surrounding 
web of corporate interests. 

In particular, he high- 
lighted the dilemma facing 
Anatoly Chubais, the first 
deputy prime minister, who 
had presided over the con- 
troversial shares-for-loans 
privatisations in 1995 and 
I later enlisted business back- 
ing for Mr Yeltsin’s re-elec- 
tion campaign. 

“The limit that Chubais 
has is that nobody believes 
him even when he says he 
wants to play a new game,” 
Mr Yavlinsky said. 

Mr Potanin said intense 
competition among the 
banks would be good for 
Russia once everybody knew 
where the boundaries had 
been drawn. 

“There are advantages to 
the government and the 
country when we compete. 
We pay more for privatisa- 
tions and we provide a better 
service to our clients and we 
invest in our economy.” he 
said. 

But Mx Potanin accused 
Vladimir Gusinsky and Boris 
Berezovsky, two disap- 
pointed suitors for Svyazinv- 
est, of using the two TV 
cha n n e ls they controlled as 
“weapons" in their fight 
a gai n st Oneximbank. 

He suggested the pressure 
applied by the losing Svy- 
azinvest consortium had 
contributed to the sacking of 
his “personal friend", Alfred 
Kokh, as privatisation minis- 
ter and the moves to remove 
state budget funds from sev- 
eral commercial banks, 
including On eximbank 
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NEWS DIGEST 


Bosnia ’copter 
crash kills 12 

A senior German diplomat was amnwg 12 psssengers 
^ a heK copter crash in Bosnia, the 
German foreign office confirmed last night. Gerd Wagner 
wafl dep uty t o Carlos Westendorp, the international 
c ommhni ty's civilian High Representative in the region. 


Ur Wagner, who had served as hp^d of the US affairs 
office In Bonn and as a senior di plomat in Washington, 
was appointed to the position only Ip- June, 

The Ukrainian helicopter had taken off from Sarajevo 
but hit fog and collided with a mountain, Klaus Kinkel, 
German foreign minister said. The fonr^persoc-crew 
survived but four other Germans, five Americans, a 
Bn ton and a Pole also died. 

Mr Wagner. 55, who was appointed in July, was 
relatively new to- Sarajevo, but had previously served in 
former Yugoslavia and was well-vereed in the Byzantine 
politics of the region. His political experience and fluency 
in Serbo-Croat made him an invaluable mediator. His loss 
will be sorely felt at a time when fine-tuned diplomatic 
s MUs a re crucial in implementation of the Dayton Peace 
accord. Ralph Atkins. Bonn and Laura SBber, New York 

■ PARIS CLUB 


Russia joins creditor nations 

Russia s i g ne d a milestone accord yesterday to join the 
Paris Club of creditor nations and said it pi«nn«yi to close 
a debt-rescheduling deal with its commercial creditors 
soon. The accord, which resolves the issue of Russia’s 
in h erited debt owed both by and to the former Soviet 
Union, would treble repayments to Moscow from debtor 
countries, increasing these to $50Qm-$700m per year fr om 
around $150m-j200m now. Russia will apply a discount of 
30 to 80 per cent on debt owed to it, applying a htghar 
discount to the debt of poor countries. 

The debt, some of which under old accords was to have 
been repaid in goods or commodities, will be repaid in 
convertible currencies at an exchange rate of 0.6 roubles 
per dollar, the official rate in 1992. Around $37bn of debt 
is involved. Anatoly Chubais, Russia’s finanno minister, 
said Russia and its creditor banks in the London Club 
would! sign a deal rescheduling commercial bank debt on 
October 6. Around 235 bn is involved. Reuters, Paris 

EUROFIGHTER AND GERMANY 


Ministry deflects criticism 



■ : y V'-v 




The German defence ministry has angrily dismissed 
reported criticism by the federal audit office of the 
four-nation Eurofighter aircraft project The report, which 
has been sent to MFs but not formally published, comes 
at a sensitive time for the Bonn government Volker 
Rtthe, defence minister, plans to seek formal cabinet 
approval this month for the project ahead of a subsequent 
parliamentary debate. According to leaks, the federal 
audit office has highlighted possible fina n ci n g problems 
and suggests Germany should order 100 of the fighter 
aircraft (pictured above) instead of the planned 180. The 
defence ministry said the report was “factually 
unfounded, internally contradictory and divorced from 
reality". Ralph Atkins, Bonn 

SLOVAKIA 


‘No hurry’ on assets talks 

Slovakia said yesterday it "will not hurry” talks on 
dividing the banking assets of the former Czechoslovakia, 
casting further doubt on the speed of the Czech Republic's 
ba n k i n g privatisation programme. Sergej Kozlik, finance 


minister, also said the government “would not hurry 
(Slovakian) bank privatisation. We have more important 
things to deal with, and this is not the issue of the day," 
he said at a conference in Slovakia. Slovakia claims 
between 13 to 17 per cent of Komercni Banka and 24 per 
cent of GSOB. The Czechs claim 30 per cent of VUR. 

Slovakia has said it wants any share swap to embrace 
other issues such as the 4.1 tons of Slovak gold held by 
the Czech. National Bank and debts between each 
country’s banks. The Czech government has said it ' 
intended to speed banking privatisation and said 
Komercni, CSOB and Ceska Sporitelna could be sold off 
simultaneously. Robert Anderson, Prague 

SLOVENIA 


Foreign minis ter nomination 

The current Slovenian ambassador to Bonn, Boris Frlec, 
has been nominated for the post of foreign minister by the 
country’s prime minister Janez Drnovsek. The 51 -year-old 
Mr Frlec has represented the country in Germany since 
1992. He held the same job for the fanner Yugoslavia from 
1989 to 1991, when Slovenia became independent 
Mr Fiiec’s appointment is expected to be confirmed by 
parliament by the end of September. The acting : foreign 
minister, Zoran Thaler, will remain in post until then. Mr 
Thaler resigned on July 31 following fierce disputes in 
parliament over his h andl ing of relations with the 
European Union. Jack Grunston, Ljubljana 
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Mayor 
jailed for 
13 years 
after 
flag riot 

By Guy Din more in Belgrade 

A Macedonian court 
yesterday sentenced the eth- 
nic Albanian mayor of the 
town of Gostivar to 13 years 
and eight months in jail for 
inciting protests last July in 
which police killed three 
demonstrators. 

Rufi Osmani was found 
guilty by the court in Gosti- 
var of inciting racial, reli- 
gions national hatred, 
and ignoring an order by 
the constitutional court to 
take down the national flag 
of Albania which was flying 
outside the Gostivar town 
haDL 

The president of the town 
council, Refik Dautl, was 
jailed for three years. 

Riots broke out in the 
mainly Albanian-populated 
town on July 8 when special 
Macedonian police units 
tried to remove the flag. 
Police shot dead two men 
and beat a third to death in 
the worst ethnic violence 
since Macedonia declared 
independence from the for- 
mer Yugoslavia in 1991. 

The interior ministry at 
the time accused Mr Osmani 
of leading an Albanian 
secessionist movement Eth- 
nic Albanians make up 
about one quarter of Mac- 
edonia’s 2m people. 

Observers of the trial in 
Gostivar described it as a 
farce, and politically moti- 
vated to instil fear in the 
local Albanian population. 
One observer, who asked 
not to be named, said Mr 
Osmanf’s defence lawyers 
quit in protest and the 
mayor refused to accept an 
officially appointed replace- 
ment. 

The severity of the sen- 


Observers of the 
trial described 
it as a farce and 
politically 
motivated to 
instil fear in the 
local Albanian 
population 


fence shocked the local pop- 
ulation. A crowd of over 200 
people gathered outside the 
court house and chanted 
“Communists" when they 
heard -the verdict, residents 
said. 

The Organisation for Secu- 
rity and Co-operation in 
Europe observed the trial 
and said the sentence was 
subject to appeal. OSCE offi- 
cials in the capital, Skopje, 
declined farther comment. 

Arben Xhaferi, leader of 
the Democratic Party of 
Albanians, was quoted by 
local journalists as saying 
he could not be held respon- 
sible for the actions of eth- 
nic Albanian groups outside 
his -control. 

He said he feared western 
Macedonia might follow the 
path taken in the neighbour- 
ing province of Kosovo in 
Serbia, where ethnic Alba- 
nians have set up a parallel 
government and launched 
small-scale guerrilla attacks 
on official targets. 

Diplomats in Skopje said 
the jailing of Mr Osmani 
would raise tensions in the 
region, which has a plentiful 
supply of weapons smuggled 
In from neighbouring 
Albania. Three Macedonian 
policemen have been killed 
in recent Incidents but local 
journalists said they were 
not connected to the politi- 
cal situation. 
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Bonn eyes warmer ties with Paris 



A ll marriages have 
their ups and downs. 
The Franco-German 
partnership has settled down 
after a bumpy 30 months. 
But it has yet to recapture 
its former 61an when it acted 
as the “motor” of European 
integration. 

The 70th bilateral Franco- 
German summit, which 
starts over dinner in the his- 
toric eastern German drty of 
Weimar this evening, will 
bear witness to a greatly 
improved relationship 
between the French Socialist 
government of Lionel Jospin 
and German centrist coali- 
tion of Helm ut Kohl since 
their first such gathering in 
Poitiers in June. 

But instead of forging ini- 
tiatives to develop further 
the European Union, talks 
today and tomorrow look set 
to make progress on bilat- 
eral issues. There will be 
plans to strengthen cultural 
and educational exchanges 
and for mutual recognition 
of vocational and educa- 
tional qualifications. 

The Poitiers meeting was 
difficult for both sides, with 
the newly elected French 
government questioning the 
stress placed on financial 
stability rather than job cre- 
ation in Europe's planned 
economic and monetary 
onion. 

Intensive exchanges at 


official level, including a 
brief visit by Ur Jospin to 
Bonn on August 28. have 
since cleared the air. Helped 
by growing expectations that 
France and Germany will be 
able to meet the Emu public 
deficit target of 3 per cent of 
GDP, both leaders could 
agree on the need to intro- 
duce a stable euro on sched- 
ule an January 1 1999 “in 
strict observance of the sta- 
bility criteria” of the 1992 
Maastricht Treaty. 

But differences remain 
over job creation and what 
can be achieved at the EITs 
special employment s ummi t 
in Luxembourg at the end of 
November, which was called 
in response to French pres- 
sure. With both finance min- 
isters TrriKBing the Weimar 
talks because of Saturday's 
meeting of the Group of 
Seven leading industrial 
countries in Hong Kong, it is 
unlikely there will be a for- 
mal reconciliation of 
France’s interventionist 
approach to job creation and 
Germany's rejection of 
Europe-wide initiatives. 

That should not prevent a 
show of improved atmo- 
spherics between the two 
sides. Mr Kohl has expressed 
high regard for Mr Jospin 
even t ho u g h the prime min- 
ister, in the French Protes- 
tant tradition, may be some- 
what ascetic for Mr Kohl’s 


taste. The German leader 
regards him as a straight 
and honourable man. com- 
paring him favourably with 
“champagne socialist" lead- 
ers of Germany's opposition 
Social Democratic party. 

Mr Kohl has a great regard 
for politicians who are calcu- 
lable. Here, Mr Jospin scores 
well in comparison with Jac- 
ques Chirac, the French 
president, who has caused 
much anxiety in Germany 
since being elected in 1995. 

To Bonn, the French lead- 
er’s decision to call the early 
elections that brought the 
Socialist government to 
power in June was just the 
latest of several quixotic 
actions that started with Mr 
Chirac’s derision to resume 
nuclear testing, encom- 
passed defence reforms that 
seriously disrupted planned 
cooperation with Germany, 
and culminated in his oppo- 


sition last year to the Ger- 
man- inspired stability pact 
for fiscal discipline in Emu. 

Dominique Strauss-Kahn, 
Flench finance and industry 
minister, alarmed Bonn by 
also chall engin g the stability 
pact immediately after tak- 
ing office. But Mr Strauss- 
Kahn since e me rged as a 
supporter of the euro and. to 
the irritation of the German 
opposition, issued a strong 
statement of support for 
Theo Waigel, the Bonn 
finimre minister , when the 
latter was experiencing polit- 
ical difficulties last month. 

Indeed, the German gov- 
ernment has been pleasantly 
surprised at practical prog- 
ress on economic affairs. 
Senior nffiriaig in the Bonn 
chancellery advised the Ely- 
see on how to proceed with 
partial privatisation of 
France Telecom and the 
planned exchange of equity 


stakes between the French 
company and Deutsche Tele- 
kom. There is satisfaction 
that the French government 
accepts Mr Kohl's view that 
Airbus Industrie must move 
towards a commercial struc- 
ture to be able to compete 
internationally. 

Mr Strauss-Kahn's support 
for Mr Waigel could be a 
sign of shifting strengths in 
the relationship, however. 
Valdrie Gu&ric-Sendelbach. 
who follows Franco-German 
relations at the Bonn-based 
German Society for Foreign 
Policy, thinks France may 
make the running on initia- 
tives in the> months ahea d. 
German policy-making will 
be increasingly eclipsed by 
the hustings as Germany 
approaches its next general 
election on September 27 
1998. while Mr Jospin has a 
stable parliamentary major- 
ity. 

The absence of a joint 
approach to the Luxembourg 
jobs summit suggests the 
partnership lacks its former 
dynamism, hi changed politi- 
cal circumstances. France 
and Germany have agreed 
they cann ot afford to dam- 
age the motor of European 
integration. They have yet to 
show that they can drive it 
forward. 

Germany and Emu, Page 12 

Peter Norman 


GERMAN GOVERNMENT’S ENTHUSIASM FOR EMU ATTACKED 


The German government’s enthu- 
siasm for European economic and 
monetary union has come under 
fresh attack from a senior regional 
state premier, who warned Bonn it 
fflrpd stiff resistance to Emu should 
the Maastricht criteria for the intro- 
duction of the euro he missed, writes 
Frederick Stddemann in Berlin 
Henning Voscherau, mayor of 


Hamburg and a prominent member 
of the opposition Social Democratic 
party, said: “If the [Maastricht] crite- 
ria are not met, the euro will not he 
a stability currency, but an inflation- 
ary currency and that we cannot 
have.” 

The result, he said, “would be con- 
certed opposition within parliament 
particularly the Bundesrat where 


the states are represented, and a 
case before the constitutional court 
to Germany’s joining Emu". 

As well as expressing concern 
about the euro's stability. Mr Vos- 
cherau, who irrarip F.r rm a theme 
of bis election campaign in Hamburg 
where voters go to the polls on Sun- 
day, said the EU needed more 
“democratic structures” before pro- 


ceeding with a single currency. 

Mr Voscherau plays a key role in 
national politics as coordinator of 
his party’s opposition to government 
tax reform plans which were blocked 
by the SPD-dominated Bundesrat. In 
1992 both houses of parliament 
reserved the right to evaluate terms 
under which Germany would join 
the single currency. 
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NEWS: INTERNATIONAL 


IMF WORLD ECONOMIC OUTLOOK 


Heading 
for strong 
growth rate 


Labour reforms urged to buttress euro 


By Robert Chote, 

Economics Editor 

The world economy should 
achieve its strongest growth 
rates for a decade this year 
and next, amid signs that 
that the rate of expansion 
that it can sustain without 
inflationary pressure is 

higher now than in the quar- 
ter century which followed 
the first oil shock in the 
early 1970s. 

The International Mone- 
tary Fund noted in its World 
Economic Outlook yesterday 
that global inflationary pres- 
sure was subdued in part 
because the economic cycle 
is out of phase in different 
parts of the world. Economic 
activity is above or near full 
capacity in the US and UK, 
but there Is still plenty of 
slack in Japan and much of 
continental Europe. 

Michael Mussa, the IMF's 
chief economist, noted that 
the US economy was creat- 
ing Jobs at an unsustainably 
rapid rate and that several of 
the factors which are cur- 
rently depressing US infla- 
tion were likely to prove 
temporary. He said that 
interest rates might need to 
rise in the US by a quarter 
or half a percentage point 
over the next six months, 
but that this should not do 
any serious damage to the 
rest of the world economy. 

With the UK also operat- 
ing near full capacity. Mr 
Mussa welcomed the Bank of 
England's recent base rate 
Increases and the further fis- 
cal tightening announced in 
the Budget. The IMF expects 
the UK economy to grow 3.3 
per cent this year and 2.6 per 
cent next year, with underly- 
ing inflation remaining 
slightly above the chancel- 
lor's 2.5 per cent target. 

“While IMF staff and most 
private sector forecasters 
envisage a slowing of growth 
in the US and UK, these fore- 
casts are subject to upside 
risks." the outlook said. 


THE WORLD 


“Specifically, domestic 
demand growth in the UK 
remains strong, while in the 
US, consumer confidence is 
at a 28-year high and 
employment growth remains 
robust-" 

The world economy is fore- 
cast to grow by -12 per cent 
this year and 4.3 per cent in 
1998. slightly less than the 
Fund predicted in its last 
outlook in May. World trade 
growth is expected to accel- 
erate to 7.7 per cent this 
year, before slipping back to 
6.8 per cent in 1998. 

Since the May outlook, the 
IMF has revised upwards the 
growth rates it expects for 
the US this year and next, to 
3.7 and 2.6 per cent respec- 
tively. In contrast it has 
revised downwards projected 
growth in Japan to 1.1 per 
cent this year and 2.1 per 
cent in 1998. taking about a 
percentage point off the esti- 
mate for each year. Fund 
economists do believe, how- 
ever, that the sharp fall in 
Japanese output In the sec- 
ond quarter was overstated 
and that the recovery there 
should soon reassert itself. 

The downward revision for 
Japan partly reflects the 
knock-on effects of the cur- 
rency market turmoil in sev- 
eral south-east Asian coun- 
tries. which are important 
export markets for Japan. 

Mr Mussa noted that the 
crises in Thailand and else- 
where had illustrated the 
dangers of clinging too long 
to exchange rate pegs, but 
he warned against “fads" 
and assuming that fixed 
exchange rates were never 
appropriate. In the outlook, 
the Fund noted that infla- 
tion had been consistently 
lower in countries with fixed 
exchange rates than floating 
ones, but that there was no 
clear relationship with eco- 
nomic growth rates. 


EUROPE 


The International Monetary 
Fund yesterday mounted its 
sharpest attack yet on the 
sluggishness of European 
labour market reform. It 
argued that the present 
piecemeal approach risked 
locking In high jobless levels 
and undermining the conti- 
nent's planned single cur- 
rency, the euro. 

In its twice-yearly World 
Economic Outlook, the IMF 
called for fundamental 
reform of Europe's social 
security regimes, tax 
systems and minimum wage 
regulations. It also urged an 
assault on impediments to 
wage flexibility and 
restrictions on hiring and 
firing. 

“A failure to address 
labour market problems 
would prevent Europe from 
realising its full growth 
potential and could also 
weaken the credibility of the 
euro if financial markets per- 
ceive that persistent unem- 
ployment Is eroding support 
for prudent macroeconomic 
policies,” the outlook 
said. 

The IMF praised European 
governments for their efforts 
to reduce inflation and get 
borrowing down, although it 
expects France, Germany 
and Italy to record budget 
deficits this year slightly 
above the target of 3 per cent 
of gross domestic product 
laid down in the Maastricht 
treaty. 

“It is our judgment that 
macroeconomic consolida- 
tion is substantially In place 
to make it safe to move 
ahead,” according to Flem- 
ming Larsen, IMF deputy 
director of research. But the 
IMF was critical of some 
countries* cosmetic mea- 
sures to reduce deficits and 
of others* over-reliance on 
tax rises rather than spend- 
ing cuts. 

The IMF said countries 
should show a dear commit- 
ment “to go si gnifican tly fur- 
ther in their fiscal consolida- 
tion efforts In 1998 and 
beyond with greater 
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accepting voluntary redundancy 


emphasis on fundamental 
reforms”. 

But. Mr Larsen added, 
“the underlying degree of 
consolidation is of greater 
importance than just looking 
at the deficits". He noted 
that the failure to recognise 
explicitly the importance of 
flexible labour markets was 
an important omission from 
the Maastricht framework. 

The IMF argued that the 
gradual approach to labour 
market reform adopted by 
many governments “often 
leaves particular groups 
with the impression that 
they are being unfairly tar- 
geted". These groups often 
won public sympathy, deny- 
ing reform measures enough 
political and public 
support. 

“This experience increas- 
ingly points to the need for 
governments to build a 
broad consensus for compre- 
hensive reforms based on 
the fact that the economy 
and sodety as a whole will 
benefit from higher employ- 
ment and lower tax bur- 
dens," the outlook argued. 
“To achieve such a consen- 
sus, governments need to 
enhance the public’s under- 
standing of the causes and 
costs of unemployment, the 


social costs of the protection 
of the interests of insiders, 
and Hie benefits of reform." 

The IMF identified several 
labour market features that 
encouraged unemployment 
In many European countries. 
These included high unem- 
ployment benefits for rela- 
tively long SPetis. minimum 
social support payments of 
often unlimi ted duration, 
minimum wages set too 
high, plus restrictive rules 
on hiring, firing and the 
nature of work contracts. In 
some EU countries, central- 


ployed,” the outlook argued. 

Unemployment stands at 
1LZ per cent of the work- 
force in the European Union, 
and is expected to foil only, 
slightly next year. Perhaps 8 
or 9 percentage points is 
thought to be “structural" 
unemployment in the sense 
it will not disappear auto- 
matically as economic activ- 
ity reaches foil capacity. 

The unemployment trend 
is also mirrored by poor job 
creation: civilian employ- 
ment has increased by more 
than half in both the US and 


Editorial Comment, European labour markets, Page 13 
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ised wage negotiations com- 
pressed wage differentials in 
a way that priced low-skilled 
workers oat of jobs. 

In some cases labour mar- 
ket reforms had been used to 
mask the underlying prob- 
lem, and In doing so might 
have made rt worse. These 
included early retirement 
and work sharing. “With 
unreformed labour markets, 
such measures tend to 
improve the bargaining 
power of insiders and raise 
their real wages, with little 
benefit to outsiders who are 
likely to remain unem- 


Japan since 1970, but has 
barely budged in Europe. 

The IMF singled out the 
UK and tho Netherlands as 
countries where comprehen- 
sive labour market reforms 
had been introduced since 
the 1960s, and in which these 
efforts had been rewarded 
with sharp foils in jobless- 
ness during the years of 
rapid economic growth in 
the 1980s. Unemployment 
also hpgflw failing - much ear- 
lier in these countries in the 
1990s upswing than in the 
1980s, which suggests the 
benefits of labour market 


nJiirm s take time to show. 

“The experience of the UK, 
the Netherlands and the rest 
of the EU suggests that 
unless reforms to labour 
markets are comprehensive 
In nature, the current recov- 
ery in output is likely to 
have only a marginal impact 
in reducing unemployment." 
the outlook said. “Moreover, 
even if such comprehensive 
reforms are undertaken cur- 
rently. it will take a number 
of years For the reforms to 
have a favourable effect on 
EU labour mar kets." 

The IMF said that in 
France, Germany and Italy 
delays in attacking the root 
causes of structural unem- 
ployment and fiscal imbal- 
ances might have affected 
business confidence, while 
the need to shed workers in 
the face of high labour costs 
might have undermined con- 
sumer confidence. This prob- 
ably contributed to the 
“unsatisfactory economic 
performance” in these coun- 
tries, which saw domestic 
demand rise by less than 1 
per cent a year in the three 
of them combined over the 
last five years. 

The IMF aigued that this 
“exceptional sluggishness" 
meant interest rates should 


not be raised in France and 
Germany "until a robust 
recovery is firmly estab- 
lished". while in Italy “there 
should be scope for further 
oaring as fiscal consolidation 
proceeds". 

Mr Larsen welcomed the 
decision by finance minis- 
ters to ann ounce bilateral 
exchange rates at which 
founder members of the sin- 
gle currency will be locked 
together at the same time as 
these first-wave countries 
are named next April But 
the report added that initial 
participants in the euro 
should begin co-ordinating 
monetary policies as soon as 
these bilateral exchange 
rates are announced. 

“This could be achieved 
through a pledge to inter- 
vene without limit on the 
part of all central banks con- 
cerned so as to keep 
exchange rates close to the 
announced rates,” the IMF 
argued. There could also be 
“an understanding among 
central banks on the overall 
stance of monetary policy" 
and a willingness not to ster- 
ilise Intervention in cur- 
rency markets with sales or 
purchases of bonds. 

Robert Chote 


Financial refor ms needed to pull in investment 


Exchange rate regimes and development 
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By John Ridding 
in Hong Kong 

East Asia must accelerate 
reforms in capital markets 
and improve Investment reg- 
ulations to attract private 
sector infrastructure funds 
in the wake of regional 
financial turmoil, a senior 
World Bank official said yes- 
terday. 

Harinder Kobli, senior 
operations adviser for east 
Asia and the Pacific, said the 
World Bank forecast that 
infrastructure investment of 
$L200bn was needed over the 
next 10 years, despite cur- 
rency upheavals and eco- 


EAST ASIA 


nomic downturn in several 
“tiger” economies. But, he 
said, “regional economic 
problems mean there is even 
greater urgency to attract 
private sector investment". 

The prospect of slower 
growth and greater currency 
risk in several south-east 
Asian economies following 
the financial crisis in Thai- 
land has prompted govern- 
ments to delay some infra- 
structure projects. 

“There is going to be an 
impact on demand and on 


the availability of finance,” 
says Philip Crafty, head of 
Asian project and export 
finance at Deutsche Morgan 
Grenfefl. “Banks will tighten 
lending limits for those 
countries and investors will 
look to offset currency 
risks." 

Industry executives 
remained positive about 
prospects, despite the 
upheaval. “It is a hiccup, but 
we have to operate with a 
long-term strategy and these 
are long-term investments,” 
said Ed Wallis, chairman of 
Powergen. The UK group’s 
contract to build the Serang 
power plant in Indonesia is 


one of several listed for 
delay this week as part of 
the government's moves to 
curb expenditure. 

Mr Kohli said the scaling 
back of projects in some 
south-east Asian economies 
was likely to be temporary 
and should be offset by 
robust growth across the 
region. “We still expect mas- 
sive investment require- 
ments beyond the reach of 
the public sector," he 
said. 

Economic problems in the 
region had two important 
implications for infrastruc- 
ture development, according 
to Mr Kohli. Funding and 


revenue streams for projects 
should be matched in the 
same currency, as for as pos- 
sible, and private sector fin- 
ancing would become even 
more important given the 
new constraints on public 
sector investments. 

A World Bank study pub- 
lished yesterday revealed 
steady growth, in interna- 
tional private sector infra- 
structure funding in develop- 
ing east Asia, with the figure 
climbing from $8.8bn in 1995 
to 993bn last year. However, 
Mr Kohli said the proportion 
of total investment repre- 
sented by private funds, 
about 15 per cent, was 


nowhere near enough. The 
proportion would need to be 
about 30 per cent given con- 
straints on public sector 
funds. 

Bond markets and other 
vehicles for long-term bind- 
ing must be developed to 
mobilise investment, said Mr 
Kohli. Measures must also 
be taken to increase the 
number of “bankable” pro- 
jects, he said. “Financial 
returns must be raised and 
risks lowered,” he argued, 
citing the need for increased 
transparency in bidding 
processes, regulatory frame- 
works, and tariff structures. 


Baker brokers referendum plan for Western Sahara 


By Roula Khaiaf in London 

James Baker, former US 
secretary of state, has suc- 
ceeded in jump-starting a 
United Nations plan to hold 
a referendum on the future 
of the Western Sahara. 

After five months of medi- 
ation the UN special envoy 
persuaded Morocco, which 
claims sovereignty over the 
former Spanish colony, and 
the Polisario Front, which 


has been fighting for inde- 
pendence. to restart the pro- 
cess of identifying people eli- 
gible to vote in a referendum 
which could now take place 
within a year. 

But the agreement is not a 
final settlement of the 20- 
year dispute. It merely 
revives plans for a referen- 
dum which had been agreed 
as early as 1991, when a 
ceasefire also went into 
effect The referendum was 


delayed several times 
because of disputes over who 
was eligible to vote. 

Diplomats cautioned yes- 
terday that much could still 
go wrong before the referen- 
dum is held, especially as 
the identification of voters 
gives each side a better idea 
of which of them might win 
in the referendum and nei- 
ther is believed to be willing 
to accept defeat 

The main dispute over the 


referendum has centred on 
Morocco’s addition of more 
than 100.000 names of people 
who no longer live in the 
territory. Rabat claimed they 
should be allowed to vote 
because their families had 
been pushed out of Western 
Sahara by Spain. 

The details of Monday's 
deal have not been made 
public, but Morocco is under- 
stood to have agreed to 
reduce the list of additional 


potential voters by as many 
as 50.000. The accord also 
outlines a code of conduct 
for the parties during the 
voting and is believed to 
include safeguards that limit 
the potential for parties to 
obstruct the process again. 

Officials close to the talks 
said yesterday that the 
attention of the US and 
other permanent members of 
the United Nations Security 
Council to the Western 


Sahara means that the par- 
ties will now be watched 
more carefully than in 1991- 

“If Mr Baker were to point 
the fi nger at a violation, it 
would put the violating 
party in a real spotlight,” 
one official said. 

Mr Baker’s involvement in 
the dispute had raised hopes 
that he might negotiate a 
final settlement, which 
many observers believed 
would he based on some 


form of limited autonomy. 
Mr Baker is believed to have 
taken on the assignment fol- 
lowing what was perceived 
as positive signals from the 
Polisario on limited auton- 
omy, a formula which 
Morocco also seemed willing 
to consider. But after a first 
trip to the region in April, 
hofh parties refused to dis- 
cuss limited autonomy and 
said they wanted to go back 
to the referendum process. 
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EniChem Societa di Partecipazioni 

Invitation to offer to purchase Lamitel SpA and its 10O% owned subsidiary 
MC Electronic GmbH which operate in the business of laminates for printed 
circuit boards (PCS) 

EnfChem Societa dl Partecipazioni Sri, registered with the Milan memorandum to any interested party. The information memorandum 
Court. Companies Registry n. 276869, entirely owned by EniChem will be sent after a confidentiality agreement has been validly signed 
SpA. Intends to receive and evaluate offers for the acquisition of by a legal representative of the company, duly notarized by a Notary 
Lamitel SpA. Lamitel SpA and its subsidiary MC Electronic GmbH Public, and returned to the IBM Consulting Group no later than October 

produce and distribute laminates for the primed circuit board 10th. 1997. Together with the confidentiality agreement, interested 

electronic industry (in line with FH* specifications) in two plants parties must sand copy of their own financial statements of the last 
based in Pistieci IMotera-ltalyl and Enrts (Unz-Austrial; MC Electronic three years, a description of their activities and of the industrial and 
also produces ma3slamlnates for the PCS industry. In 1936 Lamitel economic rationale for the investment. Brokers or agents of any kind 
achieved a consolidated total sales result of approximately U-S-S 61 must disclose the identity of the company they represent, 
minion (end 1996 exchange rate). The total workforce consisted of 

2B8 employees os of December 31st, 1996. Tide represents an invitation to offer but does not represent 

a public offer ex Art. 1336 of the Kalian Chrfl Code sad 

For the purpose of this transaction EniChem Societa d! Partecipazioni accenti n g to ret. 1/18 of the law Z 18/1974 and naiMCmnnt 
Sri has engaged the services of the IBM Consulting Group, to whom mot filtaubms . Neither riMs taviuilou, no* the receipt of any 
interested parries should direct any enquiries. offers by EnJChun Societa «fi Portecipezloni Sri win create. 

The relevant persons at IBM Consulting Group can be contacted at with reapoc* to EniCbom Societa tfi Pc rw tlp zzionl Sri, any 
the following address'. _ obligation or cw w nit Bwii t to aod to any Udder and, wAth 

SSLSS IBM Consulting Group rea p e o t to any bidder, any right to demand way p er for ma nce 

S as class Circonvrflajsone kfroscalo whatsoever by EniChatn Societa <£ Partecipazioni Sri, 

5S rsrs 20090 Segreta, ffilne - Italy dndudns. without limitation, the payment of any bro ker a ge 

TeL +39.IK59&24910- Fax. +39. 02. 59CL29801 or «dv*ory fsea or oxpenseaL EniChem Soelet* di 
n— — - , -^ D ^ 11IT Consulting Group Fartadpadonl Sri also reserves the right to te r min ate at any 

Michele Marzola, Managing Director time and without any mason or explanation whatsoever any 

tel. +39. 02. 596, 22.3 27 and oN discussions regarding the possible sale of tbs 

Luigi Tondoti, Principal companies, the assets and the buames* . WhBst ovary 

tel. +39. 02. 59SJSB99B raosoneUe effort has been made to ensure that this 

announcement accurately reflects the Italian taxi of tha 

This announcement Is directed to limited liability companies. announcement appearing in *11 Sole 24 Ora* end otter Italian 

Combined offers by more than one party will not be considered. newspapers, on Se ptember 18 . 1997, hi the swam of any 

Interested parries should register their interest in writing with IBM discrepancy the Italian text shell prevajL 

Consulting Group no later than October 1st, 1997 by letter or fax. and 

apply for an information memorandum specifically prepared for the This advertisement and the sale procedure are subject to Kaftan low, 
sale. EniChem Societa di Partecipazioni Sri reserves ihe right at hs In case of controversy related to the above, the Court of Milan (halyl 
sole discretion, to refrain from providing the information shall have sole jurisdiction. 


World Bank halts Zimbabwe 
loan in public spending dispute 


□EniChem an Em Co 


By Tony Hawkins in Harare 

The World Bank is again 
I withholding a S62m loan to 
Zimbabwe, pending assur- 
ances from Harare on the 
financing of last month's 
compensation package for 
war veterans. 

The loan, initially 
suspended in 1995 when Zim- 
babwe diverted from its 
structural adjustment pro- 
gramme. was reinstated last 
month because of the coun- 
try’s improved fiscal situa- 
tion. This was despite the 
forecast deterioration in the 
budget deficit to 8.9 per cent 
of gross domestic product. 

The ex-combatants' com- 
pensation scheme is forecast 
to cost a minimum of z$5bn 
(US£407m), which would 
increase the budget deficit 
by at least 3 per cent of gross 
domestic product to almost 
12 per cent The Bank was 
also believed to be concerned 
at President Robert 


Mugabe’s public rejection of 
his finance minister’s warn- 
ing that the country could 
not afford the package, and 
the president's pledge that 
the government would bor- 
row the funds if necessary. 

Now. the Bank wants to 
see how the revenue win be 
found to close the new bud- 
get gap. 

It could take many months 
to resolve the issue since no- 
one knows how many ex- 
combatants there are. nor 
the cost of such benefits as 
free health and education, 
loan guarantees and land for 
resettlement as well as pen- 
sions and gratuities. , 

Indigenous business 
groups have criticised the 
World Bank for withholding 
the loan. In Kenya and Zam- 
bia, where IMF or World 
Bank funding has been 
suspended, the Bank is 
under fire for turning a blind 
eye to monetary faults and 
corruption in Zimbabwe 


which are penalised else- 
where in Africa. 

The World Bank’s 
announcement has come at a 
difficult time for Herbert 
Murerwa, the financ e minis , 
ter. He is having to cope 
with instability in the 
money and foreign exchange 
markets which saw the Zim- 
babwe dollar slide to a 
record low against the Uk 
currency last week of Z$15L5. 

It has now been devalued 
by about 9 per cent on a 
trade-weighted basis so for 
this year and seems set to 
fall further as tile tobacco 
sales come to an end in a 
fortnight 

Exporters are pleased to 
see a weaker Zimbabwean 
dollar - a leading textile 
exporter recently hit out at 
the central bank's policy of 
high interest rates and an 
overvalued currency - but 
the authorities had earlier 
claimed the currency was 
correctly valued. 


The Reserve Bank of Zim- 
babwe (RBZ) is under fire 
too for its efforts to 
“tighten'* monetary policy, 
which have failed to lower 
interest rates. Commercial 
banks have been forced to 
invest surplus funds in spe- 
cial 90-day RBZ bills which 
return 9.84 per cent - less 
than half the normal Trea- 
sury bill rate for similar 
maturity paper of 21 per 
cent. 

Qulncor James Capet a 
stockbroking group, said the 
BBZ was operating a two-tier 
rate system, which enabled 
the central bank to borrow 
at a low rate and everyone 
else at market rates. 

The central h ank said it 
was doing this to drain 
liquidity. Critics argued it 
was borrowing more 
cheaply, adding, that the pol- 
icy was at odds with its 
undertakings to the IMF not 
to use such statutory, non- 
market instruments. 
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• .. ' news: world trade 


Russians in talks on US steel quotas 


By Nancy Dunne . 
fn Washington 

Russian and US officials 
yesterday held talks to try to 
break an impasse over quo- 
tas and minimum .prices . to 
be set on US imports of Rus- . 
sian carbon steel plate. 

In July the Russian minis- 
try of foreign economic rela- 
tions turned down a settle- 
ment of an anti-dumping 
suit, proposed by the US 
commerce department.. 

Russian officials s a i d , the 
US offer too closely resem- 
bled an earlier deal on ura- 


nium. winch excluded Rus- 
sian exports from the US 
market for two years until 
the agreement was renegoti- 
ated. . 

’• The commerce department 
has said, in a preliminary 
ruling, that Severstal, the 
main Russian exporter to the 
US, and other Russian com- 
panies were selling carbon 
steel plate in the US market 
at “less than fair market 
value” - the nffinial defini- 
tion of dumping. 

Unless US and. Russia 
negotiate* a “suspension 

agreement," Severstal risks 


the imposition of a 61-23 per 
cent dumping duty. Other 
Russian steel plate produc- 
ers could get duties as high 
as 185 per cent 
The Go re-Chernomyrdin 
co mmis sion, which co-ordi- 
nates US-Russlan co-opera- 
tion on everything from 
space to high technology to 
economic policy, is due to 
meet on October 24, the 
same date that the com- 
merce department is sched- 
uled to give its final decision 
in the case. The commission 
Is headed by A3 Gore. US 
vice-president, and Victor 


Chernomyrdin. Russian 
prime minister. 

A political settlement to 
give Russia a continued 
presence In the US, its larg- 
est steel export market, 
would be desirable before 
the commission meets, but 
negotiations must he con- 
cluded by September 24. 

Senior Russian officials 
have stressed their concern 
about steel trade, which 
comprises about 10 per cent 
of Russia’s exports. 

The EU, which has already 
imposed provisional duties 
of 32 per cent an Russian 


exports of seamless pipes 
and tubes. Is planning to 
impose a definitive anti- 
dumping duty soon. South 
Korea, Thailand and Taiwan 
have already imposed anti- 
dumping and other tariff 
increases, and Mexico and 
Canada have anti-dumping 
proceedings under way. 

If Russia is pushed out of 
the US market, then the bar- 
riers are likely to be raised 
in other countries, con- 
cerned that their industries 
will be swamped by steel 
previously designated for the 
US. 


Russian officials argue 
that the US anti-dumping 
procedure has been unfair. 
Since the US still considers 
Russia not to be a market 
economy, it has fixed the 
dum ping level by using Tur- 
key as a surrogate country, 
employing Its steel-making 
data to estimate Russian 
production costs. 

Russian steel exports to 
the US last year rose 66 per 
cent to 4.8m tonnes. At the 
same time, the US industry 
share of domestic consump- 
tion fell from 86J3 per cent in 
1983 to about 76 per cent. 


Brussels plan 
for duties on 
fax machines 


By Guy de Jonquferes 

.The European Commission 
will today propose imposing 
provisional ' anti-dumping 
duties of as much as 90 per 
cent on personal fax 
machines imported from 
Asia, in a move which is 
expected to face stiff resis- 
tance from many EU mem- 
ber states. 

A preliminary dumping 
investigation by the Com- 
mission has supported a 
complaint by Philips of the 
Netherlands, one of Europe's 
two producers of personal 
faxes, that Aslan producers 
were harming EU competi- 
tors by exporting at artifi- 
cially low prices. 

The Commission’s finding s 
have been strongly criticised 
by EU governments oppos- 
ing the proposal, which are 
cautiously confident of 
mobilising a majority to 
reject it when it goes to the 
Council of Ministers next 
month. . 

Austria, where. the Philips’ 
fax plant Is located, is 
believed to be the only coun- 
try openly supporting the 
proposed duties, while the 
Netherlands, which has usu- 
ally backed Philips’ dumping 
complaints in the past, has 
not declared its position. 

Italy, long an enthusiastic 


supporter of EU anti- 
dumping actions, has come 
out against the proposal, 
along with such liberal trad- 
ing nations as Britain, Fin- 
land, Denmark. Sweden and 
Germany. 

The duties would, affect 
fay mai-hrnpg weighing less 
than STrg produced in Hhina. 
Japan, . Korea, Malaysia, 
Singapore, Taiwan and Thai- 
land. Most of the machines 
are made in plants owned by 
Japanese, Korean and Tai- 
wanese companies. 

Critics say the 12 per cent 
profit margin which the 
Commission claims Philips 
should be able to earn on 
personal fax machines is 
artificially high. They dis- 
pute that Philips has been 
injured by dum ping , because 
much of the technology and 
components used in its 
machines come from Asia 
and the US. 

They also point out that 
Sagem of France. Europe’s 
other producer of the 
machines, has dissociated 
itself from Philips’ com- 
plaint 

EU members will also con- 
sider today a controversial 
proposal for stiff dumping 
duties and minimum prices 
for shoe imports from China. 
Indonesia and Thailand. 


Another big tax bill looms for 
imports of Bangladesh T-shirts 


By Kasra Nap in Dhaka 

European importers of 
Bangladeshi T-shirts and 
sweaters - already facing 
nearly $30m in hack taxes - 
may face an ad d ition al toy 
bill of nearly $60m, accord- 
ing to the Bangladesh Gar- 
ment Manufacturers and 
Exporters Association 
(BGMEA). 

The problem concerns 
fraudulent export certifi- 
cates which suggested the 
goods met EU rules of origin 
and therefore qualified to be 
imported free of duty. 

Mr T nfan Ahmed, Bangla- 
desh's commerce minister, 
will today tell the European 
Commission that a govern- 
ment investigation into 8,562 
certificates, issued in Ban- 
gladesh between 1994 and 
1996, has found that nearly 
90 per cent did not comply 
with the rules of origin as 
required by the EU. Last 
week, the minister 
announced the withdrawal 
of the certificates which had 
been found to be fraudulent 
by EU officials. 

Many goods produced in 
poor countries such as Ban- 
gladesh are exempt from the 
Ell’s 1Z5 per cent import tax 
if all of their components are 
made locally. In knitwear, 
this means that all garments 
must go through a three- 
stage production process 
from local yam to fabric to 
finished products. But a 
I team of EU officials found 



that 6.910 export licences 
had been issued for many 
export consignments which 
had been produced using 
imported yam. The team 
also asked the government 
to investigate a second batch 
of dubious certificates. 

European importers say 
many of them may go bank- 
rupt as the result of with- 
drawal of the first batch of 
certificates. Invalidation of 
the second batch may mean 
ruin for many more of them. 

Bangladesh knitwear 
exporters also fear they may 
have to pay a large share of 
tax liability of their Euro- 
pean partners. “I strongly 
protest the government deci- 
sion which may eventually 
drive our buyers away,” said 
Mostafa Golam Quddus. 
owner of a large knitwear 
factory. “This will damage 
the reputation of our indus- 


try as well as Bangladesh as 
a reliable trading partner," 
said Mr Quddus. 

Bangladeshi officials say 
there is a possibility the 
European Commission may 
waive its requirement from 
the government of Bangla- 
desh to withdraw the second 
batch of certificates. Accord- 
ing to Ttanglaripshi officials, 
Mr Ahmed will ask the com- 
mission to show leniency to 
an industry which means so 
much to Bangladesh. 

According to BGMEA, the 
garment Industry earned 
Bangladesh $3bn in export 
orders in 1996-97. raising its 
share of the value of the 
country’s exports last year 
to 67.9 per cent It employs 
nearly 1.3m workers, mostly 
women, contributing to 
efforts to eradicate poverty 
In one of the poorest coun- 
tries in the world. Total 


value of knitwear exports to 
EU countries amounted to 
$690m last year. 

But the industry suffers 
from a poor image regarding 
working conditions. More 
than 35 workers have died in 
garment factory fires in the 
past three months, testifying 
to the fact that little of the 
profits have been injected 
back In the industry to 
improve safety at work. 

But EU officials say it is 
unlikely that the Commis- 
sion will agree to waive the 
tax demand. “It’s the Euro- 
pean importers who are lia- 
ble to pay, and they knew all 
about the rules of origin. Yet 
they went ahead and 
ordered, in many cases, gar- 
ments to be made with spe- 
cific imported yarns." said 
one official. 

The Commission may 
decide to grant Bangladesh a 
simplified two-stage set of 
origin rules as it has done 
with Laos, Nepal, and Cam- 
bodia, removing the require- 
ment that T-shirts and 
sweaters be made with local 
yarn, according to Michael 
Drury, the head of the Com- 
mission delegation in Dhaka. 
That decision may come in 
the next meeting of the Ori- 
gin Committee in October. 
But that may be too late for 
many European importers 
who have urged the Commis- 
sion to apply this concession 
to Bangladesh retrospec- 
tively for the last three 
years. 


NEWS DIGEST 

India widens 
Net access 

India has opened the field to private sector internet 
providers, ending a state monopoly since public internet 
access was introduced to the country by VSNL. the state 
international telecoms provider, in late 1995. 

New internet service providers (ISPs) will initially have 
to access the internet through the existing VSNL telecom- 
munications gateway, but the government has agreed to 
waive subscription fees for at least two years. 

Liberalisation of India's cyberspace is expected to lead 
to an explosion In the number of users and cuts In the 
cost of access. Research by the National Association of 
Software and Service Companies, the industry associa- 
tion. has indicated that India's Net surfing community 
could rise from the current 40,000 VSNL subscribers to 

200.000 almost Immediately and to around l^m by the end 
of the century. Nasscom's study also found as many as 
150 Indian and foreign joint venture telecoms. IT and soft- 
ware companies have already expressed interest in estab- 
lishing ISPs. Among those interested are AT&T and 
Sprint, the US carriers, through their local joint ventures, 
along with Indian companies including Sprint and Wipro. 

Mark Nicholson, New Delhi 

■ INVESTMENT IN US 

European business leads 

European businesses are the top foreign investors in 42 
US states, emphasising a growing transatlantic trade and 
investment relationship, according to a study by the 
European- American Business Council The report esti- 
mates that European businesses now employ nearly 3m 
US workers and provide $4l6bn of investment. With 
$800bn in cross investment and $441bn in bilateral trade, 
the US and Europe enjoy the world's largest economic 
relationship. In North Carolina alone, the Business Coun- 
cil estimates European direct investment at $i3.9bn, sup- 
porting 164300 jobs. The Business Council attributes this 
to open access to each other's markets, as well as favoura- 
ble business practices. According to Business Council 
research. European companies in the US tend to rely on 
local suppliers more than other foreign investors arid pay 
higher wages on average than US competitors. 

Heather Boiateau, Washington 

■ CZECH TELECOMS 

Siemens plans upgrade 

Siemens has signed a KcLSbn ($45m) contract with SPT. 
the state-owned Czech Telecoms monopoly, to modernise 
its telephone exchanges. The contract is part of SPTs pro- 
gramme to operate more than 4.4m lines by the end of the 
year 2000. when its fixed-line monopoly will end. 

SPT, which now has more than 3m lines, installed 

417.000 new lines in 1996. It expects to install 450,000 this 
year and the new contract will help it install 500,000 in 
1998. However, its market penetration is only 30 per cent 
and last year was the first time its waiting list actually 
foil. In 1996 Telsource, a 51 per cent-49 per cent consor- 
tium between KPN, the Dutch telecoms company and 
Swiss PTT, took a 27 per cent stake. 

SPrs relationship with Siemens dates back to 1992 but 
the new contract is one of the biggest so for. SPT has also 
recently signed a new contract with Alcatel, the other 
main contractor in SPTs modernisation. 

Robert Anderson, Prague 
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hiie new customer needs are leading to increas- 
ilv complex and individualized solutions, today s 
-mirations are facing additional challenges due 
the extreme dynamics oftheir markets. Only 
amatic gains in productivity can assure lasting 
vantages. To succeed in this environment, com- 
nies need to change. And they need employees 
in «p ahiihv to learn and collaborate can drive 


this change. 



Management... 

Siemens Nfxdorf is living this change. As 
the largest European-based IT vendor, 
Siemens Nixdorf is getting its knowledge 
out to the customer. Through 250 units 
that operate flexibly and capably in the 
marketplace. Globally linked through 
intranet and Internet they're turning their 
own knowledge edge into advantages for 
their customers. 



by Siemens Nixdorf. 

Corporate change has to be consistently managed. As 
your IT partner, Siemens Nixdorf has the know-how 
that's necessary to gear your processes to the business 
of tomorrow. And our consultants know what's needed 
to speed up the change process in your organization 
and involve your people in achieving the goals that have 
been set Because if you're able to offer new services 
and make the right use of future IT solutions, you'll enjoy 
a crucial competitive edge. 

Write to: 

Gerhard Schulmeyer, Fax: +49 89/6 36-4 84 83 
E-Mail;gerhard.schulmeyer@rnch.sni.de 


Siemens Nixdorf: User Centered Computing 
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NEWS: ASIA-PACIFIC 


Britain 


‘unable to seize Bhutto 


assets’ 


Delhi moves 


By Jimmy Bums in London 

Britain has told Pakistan it cannot 
meet its request for immediate offi- 
cial assistance in seizing assets 
allegedly held in the UK by Benazir 
Bhutto and her family. 

According to senior officials in 
Islamabad, the Pakistan authori- 
ties are trying to blocK assets - 
worth approximately ll.5bn and 
held in nine countries - as part of 
a year-long corruption investiga- 
tion. In addition to bank accounts, 
assets linked to the Bhutto family 
in the UE are thought to include a 


mansion in Surrey. The overall 
value of the UK assets has not 
been revealed. 

In Pakistan, the authorities have 
also linked the Bhutto family with 
the alleged transfer to Britain of 
antiques for onward sale. 

Switzerland confirmed earlier 
this week that it had frozen hank 
accounts held in the country by 
the Bhutto family in connection 
with corruption inquiries. Pakistan 
alleges that up to $80m have been 
illegally transferred to Swiss bank 
accounts. 

The Foreign Office, acting on 


legal advice, has told the Pakistan 
government it cannot officially 
sanction the freezing of bank 
accounts or properties linked to 
the Bhutto femfly because of a lack 
of a bilateral accord covering 
mutual assistance In crime- related 
matters. 

According to UK officials, there 
is no such agreement because 
Pakistan has a record of blocking 
access to bank accounts and wit- 
nesses linked to criminal cases. 

They cite the example of investi- 
gations by the UK's Serious Fraud 
Office into the collapse of the Bank 


of Credit and Commerce Interna- 
tional. which are still hampered by 
lack of official help in Pakistan. 

Pakistan's request for assistance 
in the case against Ms Bhutto and 
her family has put the British gov- 
ernment in an awkward diplomatic 
situation. To avoid giving the 
impression it is trying to shield the 
Bhutto family, the Foreign Office is 
thought to have told Pakistan 
there was nothing stopping British 
lawyers from pursuing a civil 
action on its behalf. 

A second Foreign Office alterna- 
tive is that Pakistan produce suffi- 


cient evidence linking the alleged 
assets to the laundering of drug 
money, although such evidence is 
thought to be lacking: Finally the 
British parliament could pass legis- 
lation adding Pakistan to the list of 
countries covered by mutual assis- 
tance on criminal matters. 

Ms Bhutto has accepted that she 
and her family may have kept 
accounts overseas, but insisted this 
week that there was nothing to 
prove the money was earned ille- 
gally while she was prime minister 
between 199346. Ms Bhutto is cur- 
rently leader of the opposition. 


HK hopes for plain sailing 
as risks and rewards loom 


H ong Kong's post- 
boxes have been 
painted green and 
China's five-star flag now 
flutters across the territory. 
That apart, there are few 
signs of change for finance 
ohipfc arriving this week for 
IMF /World Bank meetings. 

That is very much how 
China planned it In pushing 
for the meetings to be held 
in Hong Kong, just a few 
months after Britain handed 
back its capitalist colony. 
Beijing wanted to signal con- 
tinuity and a determination 
to maintain the territory's 
position as the region's lead- 
ing financial centre. 

“I suspect the prophets of 
doom have been disap- 
pointed." says Donald Tsang. 
financial secretary, referring 
to predictions of economic 
decline and political turmoil 
made before the handover on 
July L 

But these are early days. 
The big question for the 
ranks of financiers and pol- 
icy-makers assembling in 
Hong Kong is whether the 
territory will maintain for 
the long run its edge as a 
regional financial centre. 

Despite the lack of visible 
change, the regional finan- 
cial crises and the economic 
reform plans announced last 
week at China’s Communist 
party congress will both 
shape Hong Kong’s pros- 
pects as a financial centre. 
As with tiie challenges of the 
transition, both present risks 
as well as rewards. 


China's actions so far pro- 
vide reasons for optimism. 
“The way we have dealt with 
speculative attacks on our 
currency and our US$1 bn 
contribution to the rescue 
package for the baht is 
ample demonstration of who 
is calling the shots in the 
management of Hong Kong’s 
financial affairs." says 
Anson Chan, chief secretary 
and a staunch defender of 
the territory's autonomy. 

While this hands-off 
approach has eased concerns 
about mainland meddling, 
Beijing is also providing new 
business opportunities. Pres- 
ident Jiang Zemin's commit- 
ment to industrial restruct- 
uring, underlined in his 
party congress speech, sig- 
nalled further share and 
debt issues in Hong Kong. 

According to Edgar Cheng, 
chairman of the stock 
exchange, mainland compa- 
nies have already raised 
about US$L3bn over the past 
five years through initial 
public offerings (IPOs), sec- 
uring the territory’s position 
as China's international cap- 
ital market. 

Hong Kong investors are 
now preparing for the next 
wave of funding. “If you 
asked me before to invest in 
these industries I would say 
No." says James Tien, chair- 
man of the general chamber 
of commerce, referring to 
President Jiang's reform 
plans. “But if they are made 
more efficient and allowed to 
lay off workers, then it 


gives us an opportunity." 

Mainland reforms provide 
a substantial boost for Hong 
Kong’s financial services 
industry, marking a contrast 
with the rest of the region. 

“From the investment 
banking point of view the 
game is very much Hong 
Kong and China at the 
moment." says John Mul- 
caby, managing director of 
Indosuez W.l. Carr. IPO 
activity in Asean is dead for 
the time being.” 

Hong Kong's relative 
attraction in the region has 
also been underlined by the 
turmoil elsewhere. “There 
was no hint of interference 
in the market, as we saw in 
Malaysia, for instance," says 
one European banker. “The 
fact that the market got bat- 
tered for a while was testi- 
mony to its openness and 
liquidity. Fund managers 
needed to raise funds East to 
cover redemptions and Hong 
Kong is big and liquid.” 

L ike others in the 

finan cial ^immunity, 
however, the banker 
cites pitfalls alongside Hong 
Kong’s potential. The tradi- 
tional concern about costs 
has been heightened by 
depreciations elsewhere in 
the region. Some see a threat 
of an asset price bubble 
While few expect a serious 
threat to the currency peg to 
the US dollar, the linchpin of 
the territory’s financial sys- 
tem, higher interest rates 
needed to support the Hong 


Kong dollar are likely to 
erode banks’ profits and 
could damage the proper ty 
market. 

There is also a downside to 
Hong Kong's China connec- 
tion. Overemphasis on the 
mainland market would 
reduce the defensive merits 
of diversification for the 
financial services sector. It 
also raises concerns relating 
to regulation authority and 
market practices. 

“The biggest risk as Ear as 
I can see is that Hong Kong 
loses its authority from a 
regulatory point of view," 
says Mr Mulcaby at Indosuez 
W.L Carr. 

“The increasing use of 
Hong Kong as pre-eminent 
capital market for China 
could increase the tendency 
of regulatory authorities 
there to play a role in regu- 
lating mainland companies 
listed here." 

As to the character of the 
Hong Kong market, Mr 
Cheng at the stock exchange 
warned this week that the 
rise of fTh(n« . hfirirpH shares, 
which have risen from 6 per 
cent of the market capitalis- 
ation a year ago to 15 per 
cent today, brings several 
hazards. 

These include "a high 
propensity for volatility, 
speculative retail invest- 
ment. greater opacity in 
relation to the financial 
affairs of listed enterprises 
and an environment in 
which malpractices such as 
ramping insider trading 



ran more easily flourish”. 

Rejecting the Chinese 
proverb “dean water breeds 
no fish" as a useful 
guide, Mr Cheng says Hong 
Kong's position as a finan- 
cial centre and its value to 
China as a source of capital 
depend on its ability 
to maintain transparency 


and clear regulations. 

The waves of regional 
upheaval and Chinese 
reforms may . push Hcmg 
Kong Closer to the mainland, 
but for many in the finannial 
sector, its profits are best 
reaped at arm’s length. 

John Ridding 


to plug 
fiscal gap 


By Mark Nicholson 
In New Delhi 

India has announced a 
surprise package of spending 
cuts and tax Increases in a 
mid-year effort to rein in the 

fiscal deficit - which both 
the central bank and finance 
ministry warned las t we ek 
was overshooting a target of 
45 per cent of gross domes- 
tic product 

The emergency fiscal cor- 
rectives Include a 3 percent- 
age point rise in customs 
rtntjag raising India's effec- 
tive maximum tariff to 45 
per cent, a proposed 5 per 
cent cut in the government’s 
capital and current expendi- 
ture and the doubling of a 
de part ure tax paid by over- 
seas travellers. 

The cabinet also approved 
stra t egic share sales in five 
more public enterprises, in 
adrffljrra to four public asset 
sales already approved, 
aimed at raising government 
Aa r ptogs from disinvestment 
from the budgeted Hs48bn 
($1.3bn) to Rs70bn (S1.9bn) 
by the March fiscal year-end. 

Bombay shares reacted 
negatively to the emergency 
measures, the 30-share Sen- 
sex index losing 84 points to 
close at 3.928, a fall erf more 
than 2 per emit. Analysts 
with several institutions 
voiced concern that the gov- 
ernment had been forced 
into its mini-budget to pay 
for recent political conces- 
sions to public sector unions. 

Some analysts also 
expressed concern that the 
spending cuts would further 
depress demand in the econ- 
omy, where growth has been 
low for almost a year. 

The measures are expected 
to earn an extra Rs68.8bn by 
March and are chiefly 
designed to help offset an 
onbudgeted Rs70bn-Rs75bn 
in spending, resulting from 
foe United Front coalition’s 
recent decision to meet pub- 
lic service union demands 
for increased pay awards. 
Unions had threatened to 
strike unless the UF 
improved upon the recom- 


The cautions rapprochement 
between India and P akist an . 
which have fought three 
ware since independence 50 
vears ago. took another step 

yesterday as frqjra^* 

India's prime minister, said 
he would meet Nawaz 
Sharif, his Pakistani coun- 
terpart, in New York next 
week Mark Nicholson 
reports- News of ffie meet- 
ing, the second between 
leaders of the two countries 
this year, came during a sec- 
ond day of talks between 
officials in Delhi. These 
were the third set of talks 
between the south Asian 
neighbours since this year’s 
ntnmnHon of direct con- 


mendations of a pay commis- 
sion report earlier this year. 

While there was some wel- 
come for the government's 
decision to speed up and 
deepen its planned disinvest- 
ment programme, there was 
scepticism that it would hit 
target receipts of RsTObn - 
its most ambitious target for 
such sales - if market senti- 
ment remained depressed. 

The fresh measures come 
against persistent weak n ess 
in tnriian economic output, 
which in turn has hurt gov- 
ernment revenues. 

The finance minis ter. P. 
Chidambaram. whose 
aggressively tax-cutting bud- 
get in February relied on 
strong growth to boost state 
revenues, said last week 
India was on course for GDP 
growth this year of 6*7 per 
cent However, independent 
economists doubt this figure. 

The Centre for Monitoring 
the Indian Economy fCMIE). 
an independent research 
body, expects growth this 
year of 5.5 per cent - an esti- 
mate with which many pri- 
vate institutions in Bombay 
agree. CMIE data show 
industrial output growth in 
the first quarter of this fiscal 
year down 2 percentage 
points on the same period 
last year, at 45 per cenL 
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Credit ratings 
cut for Thai 
finance groups 


Power groups 
hit by Jakarta 
project delays 


By Ted Bardacto 
in Bangkok 

Standard & Poor's, the 
ratings agency, yesterday 
cut its ratings on seven lead- 
ing Thai financial institu- 
tions because of the predic- 
tion that asset quality of 
commercial banks and 
finance companies will con- 
tinue to deteriorate through- 
out this year and next 
The ratings downgrade 
included such institutions as 
Bangkok Bank, the coun- 
try’s largest and healthiest 
commercial bank, and Pha- 
tra Thanakit, Thailand's 
largest finance company. 
The ratings outlook for all 
the companies downgraded 
is negative, reflecting the 
possibility of farther aits. 

S&P said it expec ted that 
non -performing loans in the 
banking system would rise 
to at least 15 per cent of 
total loans next year using 
T hailand 's lax classification 
standards. Using a more 
conservative standard - 98- 
days past doe - the level of 
non-performing loans was 
likely to rise to at least 20 
per cent Current levels of 
non-performing loans are 
8.15 per cent 
Moves to restructure the 
financial system, including 
rehabilitation or closure of 


the country’s 58 suspended 
finance companies, was 
likely to pot pressure on all 
financial institutions, S&P 
said. 

Healthy banks and finance 
companies are being expec- 
ted to provide scarce liquid- 
ity for deposit insurance, 
boost capital to survive a 
run on deposits, and tempo- 
rarily help the central bank 
fond its Financial Institu- 
tions Development Fund 
(FIDF), which has lent at 
least BtSOObn ($13.8bn) in 
emergency liquidity to cash- 
strapped companies. 

Later this week amid a 
tight liquidity situation, the 
FIDF will will auction Bt2bu 
in bonds, the first time It 
has held an anction since 
Thailand's devaluation in 
early July. 

The government's inabil- 
ity to aid the troubled prop- 
erty sector was also high 
lighted by S&P as a reason 
for the downgrade. 

Several attempts have 
been made to help lenders 
and developers but the 
International Monetary 
Fund has stipulated that 
Thailand cannot use govern- 
ment funds to help bailout 
borrowers, leaving attempts 
to boost demand at a time erf 
falling real wages as the 
only option. 


By Sander Thoertes 
in Jakarta 

PowerGen of the UK, Enron 
of the US and Kvaesner of 
Norway were among foreign 
investors in Indonesia which 
found out yesterday their 
infrastructure projects had 
been delayed indefinitely as 
part of a government 
response to the 20 per cent 
devaluation of the rupiah. 

Indonesian officials 
released the first names yes- 
terday for part of the 
Rp38,902bn ($13bn) in pro- 
jects that will be put off to 
prevent a sharp increase in 
the current account deficit, 
now close to 4 per cent of 
gross domestic product. 

Kvaerner had recently 
drawn op plans, for a 56km 
ton highway, worth $700m, 
across a heavily congested' 
part of west Java. It would 
be the first Indonesian toll 
road financed by foreign 
lenders, but the weak rupiah 
has led the Indonesian gov- 
ernment to discourage over- 
seas borrowing. 

Ed Wallis, chairman of 
PowerGen. yesterday said he 
regretted the delay of a 
8650m power plant near Cile- 
gon. west Java, which would 
be 40 per cent owned by 
PowerGen. Construction of 
the coal-fired 45QMW plant 


had been due to begin in 
1998. “We’re very confident 
these differences should be 
overcame," Mr Wallis said in 
Hong Kong. He added that 
he was relieved the compa- 
ny’s Paiton No. 2 power 
plant, one of Indonesia's 
largest, was not affected by 
the government decision. 

Enron had hoped to com- 
plete financing arrange- 
ments this year for a 5G0MW 
plant in east Java, worth 
$508m, of which it would 
own 50.1 per cent. The com- 
pany and its partners last 
week signed a 20-year natu- 
ral gas supply agreement 
with Pertamina. Indonesia’s 
state oil and natural gas 
company. . 

Of the 29 planned power 
projects, only six will suffer 
no delay while nine are to be 
reconsidered; Though pri- 
vately funded, the plants 
would sell to the state-owned 
electricity company PLN and 
require large imports of 
equipment. 

But western business exec- 
utives in Jakarta said many 
of the delayed Infrastructure 
projects were more needed 
than some unaffected pres- 
tige schemes, such as a 
national car and a national 
aircraft, sponsored by chil- 
dren and friends of President 
Suharto. 


Hashimoto dilemma over Sato 


By Gwen Robinson hi Tokyo 
Ryutaro Hashimoto. Japan’s 

prime minister, faced grow- 
ing pressure from his politi- 
cal allies yesterday over the 
appointment to his new cabi- 
net last week of a politician 
convicted of bribe-taking. 

Opinion polls taken since 
Mr Hashimoto announced 
the new cabinet line-up last 
Thursday showed that his 
popularity plunged an his 
decision to appoint Koko 
Sato as chief of the influen- 
tial Management and Coor- 
dination Agency. Mr Sato, a 
longtime member of the Lib- 
eral Democratic party, was 
convicted of taking bribes in 
the 1976 Lockheed scandal. 

Two small parties allied to 
the ruling LDP yesterday 


demanded Mr Sato's resigna- 
tion. The two' parties, the 
Socialists and the New Party 
SaJrigake, hold a small but 
significant number of seats 
in the Influential lower 
bouse of parliament 

Takako Dot head of the 
Socialist party, said the 
inclusion of Mr Sato in the 
new cabinet and mounting 
public criticism of the deci- 
sion were “an Important 
case that may affect democ- 
racy In Japan". Ms Doi and 
leaders of the Sakigake party 
threatened yesterday to cut 
ties with the LDP, a move 
that would deal a tough 
political blow to Mr Hashi- 
moto. 

Mr Hashimoto's LDP 
recently gained a simple 
majority of 251 in the 500- 


seat lower house, with the 
defection of an opposition 
MP. However, the ruling 
party is riven with bitter 
intra-party disputes. 

Mr Hashimoto lacks a 
solid power base within the 
party, the main reason that 
factional rivalry forced him 
to bow to pressure from 
party powerbrokers and 
appoint Mr Sato. 

Political analysts say it 
would be difficult for Mr 
Hashimoto to lose the sup- 
port of the two allied parties. 
If he dismisses Mr Sato, how- 
ever, he will face more fac- 
tional manoeuvring and fur- 
ther weaken his image. 

The prime minister has 
been silent amid the growing 
criticism. A leading govern- 
ment spokesman, Kanezo 


MuraoKa, the chief cabinet 
secretary, would only say 
yesterday that future events 
would depend on the out- 
come of meetings between 
representatives of the three 
allied parties. 

But an opinion poll pub- 
lished yesterday by Kyoda, a 
Japanese news agency, 
found that only 28 per cent 
of 1.000 respondents sup- 
ported Mr Hashimoto's new 
cabinet, down from a 50 per 
cent approval rating when 
his previous cabinet was 
Inaugurated last November. 

As well as Mr Sato's 
appointment, respondents 
objected to Mr Hashimoto's 
decision to maintain other 
politicians linked with cor- 
ruption allegations in the 
LDP's executive ranks. 
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NEWS: THE AMERICAS 


Regions ride the U S 
economic upswing 

They are all grooving as differences fade, but 
this may end up a problem, says Gerard Baker 


T he continuing US eco*. 
nomic expansion 
proved remarkable in 
many ways - for its relative, 
longevity, for the large num- . 
her of jobs it created, 
and above all, for the benign 
combination or strong 
growth and low inflation 
that has been its hallmark. 

But one other feature of . 
the 6Vj-y ear-long upswing 
that has been equally 
unusual but less remarked is 
its geographical spread. 

Unlike past expansions, • 
there is a uniformity to pat- 
terns of US growth in the 
late 1990s: all major regions 
of the country are growing 
at more or less s imilar rates. 

This synchronisation of 
the US regional, economy is 
the result of important fac- ' 
tors that have changed busi- 
ness behaviour across the 
country. But the newly har- 
monious cyclical pattern is 
not wholly benign: when 
recession comes there may 
be more severe problems. 

Since the US stretches 
across an entire continent, IT 
should come as no surprise 
that, in the past at least, the 
national business cyde has 
consisted of many regional 
cycles, not usually moving 
in sync. In the recession of 
the early ISSOs. for example, 
the industrial Midwest was 
still depressed long after the 
defence- and high-tech-led 
west coast and north-east 
began to recover. Obversely, 
at the end of the 1980s, the 
west went into recession 
sooner than other regions. 


Entertainment will soon 
provide more jobs in Calif- 
ornia ' than' the state’s 
vaunted high-technology 
industries, according to the 
University of California, Los 
Angeles, reports Christopher 
Parkes from Los Angeles. 
-Silicon Valley's rising 
costs and congestion are 
likely to force computer and 
other high-tech companies 
to shift manufacturing to 

cheaper locations, although 
research and' development 
and other high-value pro- 
cesses will stay put. 


But; as Mark ZbtmK, chief 
economist of Regional Finan- 
cial Associates, a consulting 
firm, pointed out to this 
year's meeting of the 
National Association for 
Business' Economics in New 
Orleans this week, the view 
today from the deep south 
looks much the same as it 
does from California, New 
En gland or the plains. 

Seventy per cent of the 315 
largest metropolitan areas in 
the country now have unem- 
ployment rates below 5 per 
cent - the highest propor- 
tion in more than 20 years. 

There are still variations, 
of coarse, but the amplitude 
of these differences has been 
greafly reduced. 

At a similar stage in the 
1980s - expansion, several 
states experienced years of 
stagnating employment lev- 
els. Bnt in the last five 
years,, only one state, 
Hawaii, recorded a (very 


USs the everywhere expansion 
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Tom Lieser, author of the 
forecasts from UCLA's 
Anderson business school, 
believes job growth in Sili- 
con Valley may have peaked 
last year, when the San Jose 
area reported an increase of 
5.7 per cent, compared with 
the state average of 2.8 per 
cent. However, the “brain 
centre" will remain zn the 
region, he says. Job growth 
rates in entertainment are 
expected to slow, but Mr 
Lieser calculates numbers 
employed will exceed high, 
tech workers by 2004. 
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small) decline in employ- 
ment The gap between the 
fastest job growth rate and 
the slowest during this 
expansion has been substan- 
tially smaller than in any of 
the last three decades. 

The explanation is a grow- 
ing geographical uniformity 
in economic composition in 
the regions. 

In the past, it made sense 
to think of the US as a lump- 
ing together of individual 
regional economies with 
their own very distinct char- 
acteristics - heavy industry 
in the Midwest: oil and gas 
in Texas and much of the 
south; agriculture in the 
plains; high technology in 
California. These distinc- 
tions still apply but much 
more narrowly. 

In all areas, the economy 
has become more diversified. 
The rapid growth of the ser- 
vice sector has united indus- 
trial and agricultural regions 
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in changing the structure of 
their economies towards 
retailing, financial services, 
health care and other ser- 
vices. 

This development has 
been associated with much 
greater mobility of busi- 
nesses and labour. 

"Businesses have become 
much more Footloose. As a 
result regions are starting to 
look a lot like each other." 
says Mr Zandi. 

Three main factors explain 
why businesses have moved 
around more, leaving the 
economy less diversified: 

■ Growth of high-technol- 
ogy business. Growing use 
of information technology, 
especially, mean* it matters 
less where companies base 
themselves to do business. 

■ Expanding trade. Growth 
in foreign trade has acted as 
a unifying force. Trade as a 
proportion of gross domestic 
product has risen from about 


15 per cent 20 years ago to 
almost 30 per cent today. Mr 
Zandi estimates that exports 
provided a valuable support 
to regional economies in the 
last recession. 

■ Deregulation. The trend 
to liberalisation of markets 
in the last two decades has 
enhanced the trend to a 
more national economy, by 
creating a more level playing 
field in most industries 
across the country. 

Critical differences 
between regions remain, of 
course. But the trend 
towards a reduction in 
regional economic diversity 
has clearly accelerated in 
the last few years. 

The effects of this change 
are not necessarily benign. A 
more integrated economy 
potentially raises the possi- 
bility both of wider and 
more buoyant recoveries, 
but also of wider and more 
severe recessions. 


UN warns against fresh currency crisis 


By Stephen Hater, 

Latin America Ecfitor 

Another foreign exchange 
crisis cannot be ruled out in 
Latin America if capital 
inflows., to the region 
Slacken, the UN Economic 
Commission for Latin Amer- 
ica and. the Caribbean lias 
warned. 


The organisation's Eco- 
nomic Survey of Latin Amer- 
ica and the Caribbean, to be 
published in full later this 
month, estimates that this 
-year capital inflows of about 
$70bn win more than finance 
the region’s "ever widening” 
current account deficit 
This deficit will equal 
$55bn this year, or 3 per cent 


of GDP, a percentage similar 
to that in 199894 ahead of 
the Mexican currency crisis. 
The stability of the capital 
flows has improved this year 
over 1994 "because they 
include a larger percentage 
of foreign direct investment 
In place of short-term specu- 
lative capital”. 

Foreign capital flows were 


notoriously volatile, said the 
report. Tf they were to 
slacken off for whatever rea- 
son.' another foreign 
exchange crisis in the region 
cannot be ruled out” 

The current account defi- 
cit has widened as imports 
have been growing faster 
than exports. Export growth 
this year is expected to con- 


tinue at the same rate as 
1996 - at around 11 per cent. 
But the pace of Import 
growth is expected to pick 
up from just over 11 per cent 
to 20 per cent. This will turn 
last year's merchandise 
trade surplus into a deficit 
this year of about S13bn. 

Report preview available at 
wtcte.cclac.cl 


Threat to 
Cardoso 
election 
hopes 

By Geoff Dyer in S&o Paulo 

President Fernando 
Henrique Cardoso is facing 
a crisis in his Brazilian 
Social Democratic party 
(PSDB) which could cause 
significant damage to his 
campaign in next year's 
presidential elections. 

Party leaders were yester- 
day involved in talks to pre- 
vent Giro Gomes, a former 
finance minister and gover- 
nor of Ceara state, leaving 
the party to launch his own 
presidential candidacy. 

Leaders were also trying 
to persuade Mario Covas, 
governor of S&o Paolo, to 
stand for re-election next 
year, after he announced he 
would not be a candidate. 

The flurry of political 
activity has been prompted 
by the October 3 deadline, a 
year before the date of the 
elections, for potential can- 
didates to change party. 

Mr Gomes has been trying 
to put together a coalition of 
small left and centre-left 
parties, together with some 
dissident members of the 
PSDB, to back bis candi- 
dacy. He bas been invited to 
join the Brazilian Socialist 
party. 

The president's advisers 
had hoped the election 
would be a contest between 
Mr Cardoso and a candidate 
from the leftwing Workers 
party (PT). Analysts believe 
Mr Cardoso is vulnerable to 
more moderate criticism 
from the left 

"Gomes could make life 
very uncomfortable for toe 
president,” said Carlos 
Lopes, of SantafA Ideas, a 
political consultancy in 
Brasilia. The PSDB is 
believed to have offered Mr 
Gomes the candidacy for the 
governorship of Ceara if he 
remains in the party. 

Mr Cardoso is expected to 
meet Mr Covas over the next 
few days to try to persuade 
him to stand next year. The 
PSDB does not have a strong 
alternative candidate in S&o 
Paulo, the state which elects 
toe hugest number of depu- 
ties to Congress. 


NEWS DIGEST 


Broker severs 
links with Kott 

JB Oxford, the Beverly Hills deep discount brokerage 
raided recently by federal agents, has severed its links 
with Irving Kott. a convicted share fraudster. The 
company also plans to hire an independent firm to review 
its operations to ensure compliance with regulations, it 
said yesterday. 

Mr Kott. described by Oxford as an “ad hoc consultant ’, 
is believed to have been the main target of searches a 
month ago by the Federal Bureau of Investigations, the 
Securities and Exchange Commission and Swiss officials. 

The raids, carried out simultaneously at Oxford's 
Californian headquarters and offices in Basle, and 
described by the FBI as related to a white-collar crime 
investigation, are likely to have imperilled Oxford’s plans 
to open several more European outlets and offices in 
Taipei and Hong Kong. 

The company said yesterday that the role of Mr Kott's 
son. Ian, recently appointed chief operating officer, was 
unchanged. Ian Clay, a long-time business associate of Mr 
Kott Sr, was still employed as national sales manager, it 
added. 

Mr Kott Sr has a long history of connections with 
controversial share-dealing operations. Following 
conviction and a C$500,000 fine for stock fraud in Canada 
in 1976, he emerged in the Netherlands in the 1980s in 
connection with First Commerce Securities. 

This Amsterdam “boiler room” operation, which sold 
s mall investors US stocks of low value at inflated prices, 
was shut down after a police raid in 1985. 

Share-pushing operations with close links to Mr Kott 
were also uncovered in London, where Investors Discount 
Brokerage was denounced in parliament in 1987 for 
"trading fraudulently”. Christopher Parkes. Los Angeles 

■ VENEZUELA 


Public sector reform stalls 

The Venezuelan government this week admitted it would 
make little progress in streamlining its bloated public 
sector because of “an unfavourable political climate’’. 

“A dramatic reduction of the public sector would cause 
colossal political and social chaos.” said Teodoro Pet k off. 
planning minister. With 12 per cent unemployment and 50 
per cent employed in the informal sector - non-regulaied 
economic activities - important job cuts were not 
feasible, he said. Raymond ColitU Caracas 

■ CAMPAIGN FINANCE 


‘Pressure’ over party donor 

A former official of the National Security Council said 
yesterday she was pressured to allow a big contributor to 
Democratic party funds to meet US President Bill Clinton. 

Sheila Hesiin told the Senate committee investigating 
alleged campaign finance abuses that the pressure came 
from an official of the Central Intelligence Agency, an 
Energy Department official and the chairman uf the 
Democratic party. 

She said the officials told her that Roger Tamraz. a 
businessman involved in oil projects in centra] Asia, was 
a big donor to the Democratic party, who would 
contribute even more if he were allowed to meet the 
president 

The NSC had formerly refused Mr Tamraz security 
clearance because of background checks that revealed 
ethical difficulties. Gerard Baker. Washington 
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Referendum 
vote likely 
to be close 


NEWS: UK 


Today’s poll is likely to produce a much less clear result than the recent «mrilar oneration in Scotland 

‘No’ campaign in Wales fails to inspire voters 


By Juliette Jowit 
In Newport, South Wales 

Yes and No campaigners for 
the proposed Welsh Assem- 
bly appeared to be r unning 
neck and neck last night 
after a final day of cam- 
paigning aimed at undecided 
voters. 

Campaigners on both sides 
claimed they were heading 

for victory in today’s refer- 
endum in the wake of final 
polls showing the Yes cam- 
paign only eight percentage 
points ahead - with a third of 
voters still to make op their 
minds. 

William Hague, the Con- 
servative leader, closed the 
No campaign with an appeal 
for caution from undecided 
voters. “After all the propa- 
ganda. if you are still not 
sure, then you have got to 
vote No,” he said. 

Mr Hague rejected ri.nrmc 
that No campaigners had 
contradicted themselves by 
claiming the assembly would 
be an. expensive talking shop 
and a dangerous first step 
towards a more powerful, 
tax-raising parliament 
“It certainly would start 
off as a talking shop but we 
don't know, nobody knows, 
what would happen to it in 
time." he said. “Ron Davies 
[the Welsh Secretary] talked 
about it not having tax-rais- 
ing powers Initially, suggest- 
ing it might eventually.” 

Michael An cram, the oppo- 
sition Conservative party's 
spokesman on constitutional 
affairs, said: “This isn’t like 


a General Election, where If 
you get it wrong you vote 
again in five years. This is 
forever. 1 * 

John Prescott, the deputy 
prime minister, led the gov- 
ernment's final push for a 
Yes vote with a warning to 
voters not to let Wales get 
left behind as devolution 
spreads through the rest of 
the UK. 

“If it's good enough for 
Scotland, for London, for the 
English regions, then it’s 
good enough for ns here in 
Wales as well,” be told vot- 
ers in a campaign swing 
through Newport after Mr ■ 
Hague bad left 
Mr Prescott said a Yes 
vote would help lead the UK 
into “a dawn of a new politi- 
cal age". . 

Richard Livsey, leader of 
the Welsh Liberal Demo- 
crats, said a No vote would 
encourage nationalism 
rather than defeat it. 

*T fear that one of the con- 
sequences would be the dra- 
matic increase in extreme 
nationalism in some areas of 
Wales." he said. “This wffl 
deter business from Rnwiwg 
to Wales and may lead to 
unemployment” 

Plaid Cymru, the Welsh 
Nationalist party said the 
proposed assembly “may not 
be self government but its a 
much better form of govern- 
ment" The Welsh national- 
ist party would continue to 
fight for a more powerful 
assembly, it said. 

Editorial comment Page 13 


By Michael Peel in Canfiff 

The Welsh are too 
hot-headed to be trusted 
with running their own 
affairs, says Welsh bom 
John Llewellyn Marker, a 
bookkeeper who has recently 
retired. Although he likes 
the idea of the proposed 
Welsh assembly, he might 
not vote for it in today’s ref- 
erendum. 

His remarks help explain 
why there Is an outside 
chance of a No vote today. 
The final opinion poll, pub- 
lished on Monday, suggested 
a lead for Yes of eight per- 



The dragon flag of Wales 


cantage points, with a third 
of voters undecided. “It’s all 
very well for Scotland to go 
and have an assembly 
because Scotland is sup- 
ported by North $ea ofl,” he 
says. “Wales doesn't have 
any support" 

Other people will vote No 


because of tears about the 
effects of. the assembly 
wh ich h ave no hauls either 
in government policy. br.in 
st atem ents made during the 
campaign. One -woman was 
overheard to say that she 
would vote against the pro- 
posals because site was too 
bid to have to start learning 
the Welsh language. 

The outcome today is also 
in doubt because many 
peqde in fanner industrial 
areas in the north-east and 
south-east say they are 
unlikely to vote because 

they have seen tew detafls of 
the assembly plan. 


These attitudes show how 
the main- threats to a govern, 
meat success today have 
been lade of information and 
misconception rather than 
the activities of the official 
Just Say No campaign, 
which has been hampered by 
a lack of resources. 

The campaign has been 
run by a handful inf activists, 
most of them supporters of 
the opposition Conservative 
party. 

The campaign’s unfocused 
assaults bn the assembly 
have reflected its lack of a 
charismatic leader and b 
clear command structure. 


Sometimes it ' attacks the 
assembly as a destructive 
. force for Welsh separatism. 
' At other it advocates a 
No vote because the powers 
of the Welsh assembly wifi 
be feeble compared with 
those of the Scottish parlia- 
ment. 

. Even if the plans are voted 
down narrowly today, the 
failure of the No campaign 
to *"k*» off shown .that a 
significant shift in the atti- 
tudes of many Welsh people 
towards devolution has 
taken place since the 1979 
referendum cm a plan for an 
assembly. Then the propos- 


als were defeated by a mar- 
gin of nearly four , to one 
after they were opposed by 
' the Confederation of British 
Industry and prominent 
Labour MPs such as Nell 
ffrnnnftfc. vim later became 
party leader and is now a 
member of the European 
Commission. 

The reason people invari- 
ably give for voting Yes this 
trine is a sanse that Wales 
has been treated unjustly by 
successive governments. 

' “We have been ground down 
by the Tories for the past 18 
years,” says Mansel Thomas, 
a retired lecturer. 


Queen fails to apologise For English ‘oppression 


Airlines 
demand 
talks on 
sell-off 


By NGchael Ska pinker, 
Aerospace Correspondent 

The UK airlines’ trade 
association has written to 
the government complaining 
that its members are not 
being consulted over the pos- 
sible privatisation of the 
National Air Traffic 
Services (Nats). 

David Hopkins, chairman 
of the British Air Transport 
Association (Bata), said he 
wrote last week to Gavin 
Strang, the transport minis- 
ter, telling him that airlines 
should be involved in decid- 
ing the future of Nats and 
should not have to rely an 
press reports to discover the 
government’s intentions. 

Mr Hopkins said the com- 
plaint also applied to the 
Civil Aviation Authority, 
which owns Nats. 

He said the CAA had dis- 
cussed the possibility of pri- 
vatising Nats with the 
Labour government and the 
previous Conservative 
administration without ask- 
ing airlines what they 
wanted. 

He said that, when the 
CAA did consult airlines, it 
was to tell them what it bad 
already decided. Mr Hopkins 
said Nats was a monopoly 
provider of air traffic ser- 
vices and Bata's members, 
which included almost all 
the UK airlines, had no 
choice about using it. 

He said airlines were also 
concerned about the future 
of the new £35Qm ($556m) air 
traffic control centre at 
Swanwick in southern 
England, which has been 
plagued by software 
problems. 

Mr Hopkins said UK air , 
lines estimated that, since 
1995, they had been paying a 
total of £10m ($l5.9m) a year 
on depreciation charges on 
the h gilding even though the 
CAA could not say when the 
centre would begin 
operations. He said the 
depreciation payment was 
included in the total charges 
that airlines paid for Nats' 
services. 

The CAA announced in 
July that it could not give a 
date for the opening of the 
Swanwick centre, which is 
intended to be the most 
sophisticated air traffic oper- 
ation in the world. 

Mr Hopkins said Bata 
wanted to see the establish- 
ment or a tripartite discus- 
sion forum, involving the 
government, the CAA and 
the airlines. 

He said his members had 
not taken any view on the 
desirability of Nats privatisa- 
tion. Their main concern 
was that sufficient funds be 
made available for invest- 
ment in air traffic control 
The CAA said it rejected 
the charge that it had not 
kept airlines informed. 


Systems 
‘bomb 4 
threat to 
London 

By Alan Cane In London 

London Is certain to suffer 
heavy disruption because of 
the “millennium bomb”, 
says Corporation 2000. a 
consultancy which has been 
analysing the commercial 
and social effects of the 
“bomb” in the world's ™»fa 
cities. But it says prompt 
remedial action could mod- 
ify some of the worst effects. 

The “bomb", a conse- 
quence of a computer pro- 
gramming shortcut which 
records year dates as two 
I digits rather than four 
means many computer 
systems are unable to distin- 
guish between this century 
and the next 
The results will be unpre- 
dictable and it Is expected 
some systems will falL 
The Corporation 2000 
study is detailed in this 
week's Computer Weekly 
magazine. Martyn Emery, a 
director of the consultancy, 
said yesterday: “There is 
going to be disruption in 
London, no matter what 
happens, because there Is 
I not enough time to put 
everything right” 

Speaking of forecast 
effects in the US and the UK, 
he said: “The Federal 
Reserve and the Bank of 
E ngl an d will keep the mar- 
kets and the high street 
banks closed until all the 
major players are operating. 
Travel will be severely 
impacted from mid- 
December. No flights will 
depart from Heathrow or 
Gatwick until the end of 
January because safety stan- 
dards will keep aircraft on 
the ground.” 

Mr Emery emphas ised this 
was a worst-case scenario 
based on the state of pre- 
paredness of the most 
important commercial com- 
panies and national ptfliHpc 
The Post Office and Brit- 
ish Telecommunications 
scored highly tn the study 
as did Nnclear Electric - 
“total control and a clear 
understanding of the chal- 
lenge’*. Bnt there were ques- 
tion marks over British Gas, 
the rail industries, London 
Transport and Associated 
British Ports. 

• The Accounting Stan- 
dards Board said yesterday 
it was considering proposals 
which would require UK 
companies to include the 
cost of taking prev enta tive 
action against the “millen- 
nium bomb” In profit and 
loss accounts. 

Some companies are 
spending mUlkms of pounds 
on malting sure their com- 
puter systems can cope with 
the 2000 date change, bnt 
account for this only in bal- 
ance sheets. The ASB said it 
was unlikely to recommend 
separate disclosure on the 
costs of revamping systems. 


Plotters who met In the 
Welsh coastal town of Aber- 
ystwyth last year to plan the 
disruption of a visit by the 
Queen were fuelled by 
resentment of the tr p . fl f.m pnt 
of Wales by England. They 
wrote to the monarch asiHng 
her to apologise far 700 years 
of English oppression. She 
failed to respond and they 
heckled her all day. 

The protesters referred in 
their letter to a sense that 
En g la nd had acted unjustly 
towards Wales ever since 


Edward I defeated the Welsh 
prince Llewelyn in 1282. ft is 
one of the facets of Welsh 
identity that will influence 

how people vote today in the 
referendum on the govern- 
ment’s proposals for a Welsh - 
assembly. 

The mayor of Aberystwyth 
is a councillor for Plaid 
Cymru (Wales party), the 
nationalist party. More than 
half the population of the 
town and the surrounding 
area speak Welsh. 

But many nationalists are 


conscious of the. need to 
expand the concept , of Welsh 
“fcmtity beyond Its roots in 
Welsh history and language. 
Alun Cox, a Plaid Cymru 
councillor who works for 
Tree, a training organisa- 
tion, says the language is 
not necessarily a good way 
to define Welsh Identity. 
“The language is sometimes 
oar greatest ally and some- 
times our greatest enemy,” 
he says. 

“We live with an identity 
which ^ complicated by the 


feet that only 20 per cent of 
the population speaks 
Welsh. It has always been 
the problem with the lan- 
guage that some people feel 
almost guilty that they don't 
Speak it” 

However, some young 
Welsh people see the lan- 
guage as critically i m por t ant 
in creating a sense of a 
Welsh contemporary culture. 
They cite the commitment of 
the band Super Furry Ani- 
mals to write songs In Welsh 
as" well as in Erwlink anrt 


the appearance of Welsh ver- 
sions of popular television 

The idea of a distinct 
Welsh culture is tradition- 
ally associated with the 
rural areas of north-west and 
west Wales. But questions of 
identity have been compli- 
cated by immigration. 
English-born people out- 
number Welsh speakers 
among' those eligible to vote 
today. The ports of south 
Wales have large immig ran t 

rAmmnnffiss — thn Tiwr 


Bay area of Cardiff has a 
Somali community more 
than ioo years old. 

Marilyn Enfield, a fifth- 
generation descendant of 
Somali immigrants, says 
many older nationalists 
embrace the diversity 
offered by the arrival of 
other cultures. It is younger 
Welsh speakers who appear 
threatened. She adds: “When 
I hear a Welsh choir I think: 
That’s us'." 


Michael Peel 
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-;The Ulster Union is t' party 
wstetday entered tti» cabsrti- 
tattonal talks on Northern 
Ireland, warning it had come 
to confront Stan Pah, :the 
political wing of the Irish 
Republican A rmy , and not 
negotiate with it. The party, 
led by David Tr hnhip is the 
largest pro-British party in 
Northern Ireland. It . was 
accompanied at the tan™ hy 
two snian parties lintwi to 
Protestant, anti-nationalist 
p a r amilitary organisatio ns . 

For all the hectoring lan- 
guage, however, UUP offi- 
cials indicated the "party was 
committed to entering 
round-table negotiations 
with Sinn Ffito for the first 
time since the partition of 
Ireland in 1921. The tali™ are 
being chaired by George 
Mitchell, a tanner' US Senate 
majority leader. 

The unionist move, taken 
after a meeting at party, 
headquarters yesterday 
morning, was warmly wel- 
comed by Mb Mowlam, chief 


Northern Ireland minister in 
the British government. 

But Peter Robinson, dep- 
uty leader of the hardline 
‘ anti-republican Democratic 
Unionist party, which Is boy- 
cotting th e ta lks, accused 
the larger UUP at “running 
into the arms of Sinn Ffetu”. 

But the sight of the 
region’s largest unionist 
■ party flanked by representa- 
tives of the “loyalist 0 para- 
militaries underscored the 
determination of most pro- 
British parties to adopt a 
common stance. Under the 
rules of the talks, progress 
can now be made without 
the support of the Demo- 
cratic Unionists. 

The UUP move follows the 
reassurance given by the UK 
and Republic of Ireland gov- 
ernments that a settlement 
would require the consent of 
a. majority of unionist and 
nationalist r mtTmnrirti e^ - 
A senior UUP official said 
the party was keen to 
“retain the initiative'’ after 
Tuesdays bombing in Mar- 
lrathill, County Arma g h, 

Billy Hutchinson, a senior 



UK NEWS DIGEST 


member of the Progressive 
Unionist party, indicated 
that unionists could be in 
ta7frs involving Sinn F&in “in 
the next week or two". His 
party is the political wing of 
the outlawed Ulster Volun- 
teer Fo rce. 

The UUP yesterday met 
Mr Mitchell, but did not 
enter the main conference 
room. Ms Mowlam and Ray 
Burke, the Irish foreign min- 
ister, plan to table proposals 


Attractions of 

relocation lure N Sea order 
French groups goes to US 


PA Naurs 

David Trimble (right), A Westminster MP and leader of the 
Ulster Unionist Party, arriving at yesterday’s talks in gov- 
ernment offices at Stormont Castle with Gary McMichael, 
leader of the much smaller Ulster Democratic Party, the 
political wing of the outlawed Ulster Defence Association 


on Wednesday leading to the 
launch of political negotia- 
tions on the future of North- 
ern Ireland. 

Mr Trimble abruptly can- 
celled plans to attend yester- 
day's annual luncb of the 
Confederation of British 
Industry after discovering 
that Mitchel McLaughlin, 
Sinn F6in chairman, was 
among the guests. 
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By Brian Groom in London 

Some 150 French entre- 
preneurs will attend a con- 
ference today to find out the 
benefits of moving their 
operations to England 
The conference, organised 
by the year-old association 
“La France libre . . . d’entre- 
p rend re”, will take place in 
the town of Ashford, Kent, 
the county closest to France. 

Olivier Cadic, the associa- 
tion's president, called 
Britain a fiscal paradise com- 
pared with France. 

“We must tell the powers 
that be that more and more 
entrepreneurs feel badly 
treated and dream of leaving 
France.'* he said. 

Of the 14 French compa- 
nies that have relocated to 
Britain so tar this year, five 
have come to Kent, says 
Locate in Kent, the county's 
inward investment agency. 

Whereas in Britain payroll 
taxes add 10 per cent to the 
wage hiH in France the gov- 
ernment takes 45.5 per cent 
for health, social security 
and pensions, 

Mr Cadic added: “In 
France we face 7.500 laws. 


82,000 decrees and 20,000 reg- 
ulations issued by the State 
Council” 

Locate in Kent played 
down the costs issue. “Hie 
premise that French compa- 
nies are relocating here on 
the basis of costs does not 
stand up." it said. -citing the 
advantages of location, 
transport and the quality of 
business services. 

Kent has 30 French compa- 
nies. employing i.ioo people, 
out of 340 overseas compa- 
nies in the county. Recent 
arrivals Include SBE, a 
mobile telephone repair com- 
pany seeking to expand in 
Britain. 

Others Include the water 
company G£n&rale des Eanx, 
petrochemicals producer Elf 
Aquitaine, and Rhbne- 
Poulenc, the chemicals and 
pharmaceuticals company. 

Robert Ashmead, Locate in 
Kent's chief executive, said: 
“It’s what is In the pipeline 
that’s really exciting. All the 
indicators are that it is going 
to build and build.” 

Locate in Kent was talking 
to 20 more potential French 
investors and had contact 
with a further 40. 


Kerr-McGee. a US oil' company, has been awarded a 
contract by the British government to develop Janice 
Field, a new field in the North Sea. Kerr-McGee, a com- 
pany with total asset values in the UK of between £400m 
($636m) and £45Qm, will operate 50.9 per cent of the ofl 
field, discovered in 1990 about 280km south-east of the 
eastern Scotland city of Aberdeen. 

Janice field contains an estimated 60m-70m barrels of 
recoverable oil Production is expected to begin by the 
end of 1998 and will start with 55,000 barrels a day. Kerr- 
McGee yesterday announced the award to the Norwegian- 
owned Aker McNulty yard in north-east England of a con- 
tract to upgrade an accommodation vessel to become a 
floating production unit in the oil field. 

Arkady Ostrovsky 

■ DEATH OF DIANA 

Editors crack down on paparazzi 

National newspaper editors yesterday promised to crack 
down on the use of paparazzi photographs, and intrusion 
on privacy, in the wake of the death of Diana. Princess of 
Wales, in a car accident in Paris. Members of the Press 
Complaints Commission's committee that monitors its 
code of practice for reporters issued a statement express- 
ing their “shared determination to rid our publications of 
practices which we all deplore". 

The committee, chaired by Sir David English, the chair- 
man of Associated Newspapers, owner of the Dail Mail, 
said it was undertaking an urgent review of the code, and 
recognised it bad be tallowed “not just In the letter, but 
the full spirit". The Press Complaints Commission is to 
meet next week to consider revisions to the code, which 
are expected to extend protection for the Princess's sons. 
Princes William and Harry. John Capper 
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ECONOMY 


Interest rate fears grow 


•’nniliin niilriih irnfiitiir • taterest rates look set to 

.1;...'. rise again after the publica- 

g : "* tion yesterday of official 
■3ta> figures showing an upturn 

■":Y - • a '' XX hi the pace of wage 

\£''\ \h-' T': •’ " i i ; increases, steep falls in 
.r -T .■■■vvX'/v '• unemployment and 
>; f. v . . increased consumer spend - 

ing- The Bank of England, 

;A;.$v V Y.': the UK central bank, is 

said to be most concerned 
evidence that the 

i' ; V • ' sharp reductions in unem- 
;«r ./I;*' ' : v ployment are forcing com- 

/ \ parties to increase wages to 

t .V.\' ■■ ;• . attract new staff. The 
•y.Tfoy •• mf-WfS'M/ir Office for National Statis- 

.’fSapsi hinmitimhiy^ir tics said yesterday the 

underlying annual increase 
in average earning s rose by 4£ per cent In July - an 
increase of 0.25 of a percentage point since the previous 
month. 

The ONS also said the number claiming unemployment 
benefits fell for the 18th consecutive month during 
August, by 48.000. That took the total headline level of 
unemployment to L49m - the lowest since August 1980. 

Richard Adams 




■ RNANC1AL SERVICES 

Plans to combined ombudsmen 
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The government intends to bring together the eight finan- 
cial services ombudsmen in the wake of its planned over- 
haul of financial regulation. That will create a single over- 
see* for hanks, investment advisers and sellers, insurance 
companies and building societies (mutually owned 
savings and loans Institutions). 

Helen Liddell, economic secretary to the Treasury, said 
she was “convinced that it makes sense to seek some con- 
solidation of the various ombudsman and arbitration 
schemes for consumers.” 

Ombudsmen, who act as independent arbiters far com- 
plaints brought by customers against financial services 
providers, have recognised that they needed to rationalise 
their separate empires after the government announced 
plans to roll together regulators such as the Securities 
and Futures Authority, the Building Societies Commis- 
sion and the Personal Investment Authority into the 
Securities and Investments Board. George Graham 

■ CORPORATE GOVERNANCE 

Task force to fight rule change 

The head of the government’s own better regulation task 
force yesterday pledged to fight any moves to introduce 
new corporate governance legislation. Chris Haskins, the 
chairman of Northern Foods, said it was “not govern- 
ment's business” to tell companies how to run them- 
selves. 

He was appointed chairman of the task force in July. 
“The state should not intervene in areas where self- 
regulation would be more effective,” said Mr Haskins, 
who was a member of the Hampel Committee on corpo- 
rate governance and one of the Labour party's most prom- 
inent business supporters. David Wightcm 


US derivatives 
rules opposed 


By Christopher Adams 
hi London 

Senior partners at one of the 
biggest UK accountancy 
firms have attacked propos- 
als by global accounting 
standard setters that compa- 
nies follow controversial US 
rules on valuing financial 
derivatives. 

At present, it is estimated 
that billions of pounds of 
derivative transactions are 
not reported in financial 
statements. 

The International 
Accounting Standards Com- 
mittee proposed earlier this 
month that companies show 
derivatives at market value 
in their accounts. 

Bat Allister Wilson of 
Ernst & Young says the 
IASC has adopted US prac- 
tice in order to meet a time- 
table agreed with securities 
regulators for a single set of 
global accounting standards. 

He described the commit- 
tee’s proposals as “retrogres- 
sive", saying its previous 


efforts at drawing up stan- 
dards for financial deriva- 
tives were more coherent 
than those which the US is 
likely to adopt. 

The IASC stood by its 
recommendations, which it 
described as an interim step. 
It said it would continue 
working towards a longer 
term solution. 

Ernst & Young’s outspo- 
ken attack coincided with its 
publication of UK Generally 
Accepted Accounting Prac- 
tice, an annual encyclopedia 
which is the standard work 
on the subject 

The book has accused the 
Accounting Standards Board 
of ignoring a largely nega- 
tive reaction to its “state- 
ment of principles”, a paper 
setting out the future direc- 
tion of UK accounting. 

It said a revised version of 
the paper, expected this 
year, may not be published 
on time and expressed con- 
cern that any proposed rule 
changes might only be cos- 
metic. 
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TECHNOLOGY 


Miranda Eadie on the potential of solar power captured in space and beamed to earth 
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S olar power, captured in 
outer space and beamed 
to earth, could be the 
answer to the energy 
problems facing the human race 
in the 21st century* according to 
a group of eminent scientists. 

They hope that solar energy 
can be delivered at prices equal 
to - or even lower than - 
ground-based alternatives, with- 
out big environmental draw- 
backs. 

Nasa has recently studied more 
than 30 different Solar Power Sat- 
ellite concepts ranging from the 
original reference study of the 
1970s to very advanced ideas 
using technologies which have 
not yet been validated in the lab- 
oratory. 

The original concept envisages 
giant 50sq km solar panels orbit- 
ing in space, which would gather 
the sun's rays and beam them 
down to earth as microwaves. 
Large receivers on the ground - 
as big as 70sq km' - would con- 
vert the energy into electricity 
and feed it into national power 
supply networks. 

"New concepts and new tech- 
nologies have emerged in the 
past 15 years which make space 
solar power much more reason- 
able to think about than when 
the concept was first conceived 
in the 1970s.'' says John Mankins, 
who led Nasa's recent SPS 
research. 

“Take the microwave transmit- 
ters. Miniaturisation means that 
these are now made up of many 
small components the size of cel- 
lular phones - as opposed to a 
few large ones - and are thus 


cheaper to produce. Other parts, 
such as the solar panels, are 
more efficient and are made of 
lighter materials. 

“Advances in computing also 
mean that each piece or the satel- 
lite is now ‘smart': that is. it can 
assemble itself. So there is no 
need for hundreds of astronauts 
and robots to go into space to 
build it.” he adds. 

By the middle of next century, 
it is estimated, the world's 
energy-hungry, exponentially 
growing population will have 
doubled to lObn. "If these people 
are to have a minimum of elec- 
tricity then we will have to look 
for other forms of energy," says 
Lueien Deschamps. adviser at the 
study and research division of 
Electricite de Prance, the French 
electricity utility. He chaired last 
month's SPS symposium in Mon- 
treal. which brought together sci- 
entists and electricity utility 
executives. 




Sun trap: a solar power sateffite as envisaged by the Space Studies Institute 


Scientists hope that 
solar energy could 
be delivered at 
prices equal to - or 
even lower than - 
ground-based 
alternatives 


“We could use more nuclear 
[fission], but people are reticent 
about the environmental 
impact," he says. "More hydro- 
electric plants could also be built. 


but the sites are limited and, as 
with biomass projects, they gen- 
erally either use up valuable 
farmland or displace indigenous 
people." 

What is needed, say supporters 
of SPS, is a minimally poll uting 
and unending energy supply. Mr 
Deschamps says there are two 
alternatives: nuclear fusion - 
which is more efficient and pro- 
duces less radioactive waste than 
the nuclear fission used today - 
and solar energy. 

“The problem with nuclear 
fusion is that research is stOl in 
its fundamental stages and we 
are not sure that it will work. On 
the other hand, we are practi- 
cally sure that SPS is possible 
since none of the technologies 
involved is revolutionary." 


According to Mr Deschamps. 
the existence of night and clouds 
means that the sun's rays are 
weaker on the ground than in 
space. To exploit sunlight more 
efficiently, solar energy must be 
captured in space as well as on 
earth. 

“A terrestrial array would have 
to be 10 times larger per kilowatt 
[of power generated] than the ter- 
restrial antenna of a solar power 
station,” he says. 

One of the biggest problems 
with SPS is the cost of space 
transportation, which at S10.000 
per kg of payload makes the 
launching of the estimated 35-50 
tonne structure extremely expen- 
sive. 

Mr Deschamps says that for 
SPS to become feasible, space 


transportation costs must be 
reduced at least a hundredfold. 
He is, however, confident that 
this will be achieved. 

“Space transportation costs 
should be reduced to S2O0 per kg 
in 10 to 20 years' tune," he says. 

Harry Ruppe. director emeritus 
of space technology at the Tech- 
nical University of Munich, who 
has carried out in-depth SPS 
studies, believes the biggest prob- 
lem is not the cost of space trans- 
portation. but the efficiency of 
the energy conversions Involved 
in beaming the sun's power down 
to earth. 

“Optimistically each of the con- 
versions - from solar energy to 
electric energy, from electric 
energy to microwaves and from, 
microwaves back into electric 
energy - is only 30 per cent effi- 
cient This means that a mere 3 
per cent of the sun’s energy 
would reach earth," says Prof 
Ruppe. 

“Although the sun’s energy in 
its natural state is 'free', so 
is oiL It is the tools of exploita- 
tion which cost money,” he 

py plaftis 

Prof Ruppe is also concerned 
that the microwave beams would 
“cook” any birds or people that 
crossed their paths, and that the 
beams could also cause electro- 
magnetic interference and scram- 
ble aircraft radar systems. “But,” 
he says, “all power stations - 
where there is a concentrated 
source of energy - provide some 
sort of hazard.” 

Even so, Prof Ruppe is not 
entirely pessimistic about the 
prospects for SPS. He stresses, 
however, that if the proposed 
goals are to be achieved, invest- 
ments must be made to increase 
the efficiency of all the technolo- 
gies involved in SPS. 

Mr Deschamps believes the 
best way forward is to encourage 
the energy utilities to join forces 
with the space industry. 

“Once this happens, and the 
go-ahead is given, it will take 
only 30 years to develop a work- 
ing system,” he says. 


Technique cleans 
contaminated land 


Microcircuits in 
three dimensions 


Electronic circuits in three 
dimensions would allow dfflsff 
information processing than is 
currently possible using 
existing two-dimensional 
photolithographies! techniques. 

Simple, cost-effective 
three-dimensional microcircuit 
building has been proposed by 
researchers at Drexel 
University in Philadelphia, 
according to a report published 
today in Nature. 

They used an external 
electrical field to make minute 
wires upon particles, forming 
contacts between metallic 
stru c t ure s . Experiments have 
shown that wires smaller than 
a micrometre (about 100th of 
the width of a hair) can be 
grown on particles a few 
micrometres in diameter. 

Drexel University: US, tel 
2158352647, e-mail 
bradlejcfapostdrezeLedu 


An electrical technique for 
cleaning contaminated land has 
been developed at the Pacific 
Northwest National Laboratory, 
which is funded by the 
Department of Energy - 

A current heats the soiL 
causing moisture to evaporate, 

which strips volatile 
contaminants from sou 
particles- The contaminated 
steam is removed and treated 
a hove ground. The current is 
split into six separate phases, 
which allows it to heat a larger 
area than conventional vapour 
extraction methods. 

Researchers are developing 
an approach that destroys 
non-volatile organic 

contaminants underground. 

The technique employs high 
voltages to create an ionising 
plasma that destroys organic 
contaminants such as grease, 
pesticides and transformer oiL 
Hie technology is being 
commercially adapted by 
Battelle andf Terra Vac 
Corporation of Irvine in 
California- 

Pacific Northwest National 
Laboratory: US, tel 5093753688: 
e-mail tijjofiiteapnLgov 


A second chance 
for metal foams 


Designer 

acoustics 


Rival routes to harnessing the sun’s power 


There are three main proposals for 
harnessing the sun's energy in space and 
beaming it down to earth. a 

• Nasa envisages that solar power 
satellites could be built either in 
Geostationary Earth Orbit. 36,000km 
above the earth, or in Low Earth 
Orbit, at 500-S00km. Satellites in GEO 
would always be above the same point on 
earth, and could beam the sun's energy to 
a single dedicated ground site. In LEO. 


this synchrony does not occur, so the 
satellites would serve several different 
ground sices. 

• David Criswell, director of the Institute 
for Space Systems Operations at the 
University of Houston, believes that the 
solar power satellites should be built not 
in free space, but on the moon. 

"Ninety per cent of the materials 
required to build a solar power station 
(aluminium, iron etc.) can be found on the 


moon.” he says. “Since a one-tonne 
machine could be used to raaitg a 
structure many times its own mass, this 
would reduce the total transportation 
costs. The solar arrays could also be made 
larger and more stable on the moon than 
in space. 

• Other scenarios envisage making parts 
of the satellite on the moon and then 
launching them from there into GEO 
where the satellite would be built 


“Twenty-two times less energy is needed 
to launch a mass from the moon to GEO 
than from the earth to GEO,” says Lucden 
Deschamps at EDF, the French utility. 

The advantage of a solar power satellite 
in GEO is that energy can be beamed to 
earth 24 hours a day without interruption. 
When beamed from the moon power 
would only reach the earth for 
approximately eight out of every 24 hours 
due to the rotation of the moon. 


Researchers have long been 
intrigued by the materials 
known as metal foams: they are 
light, fireproof, rigid, crush 
resistant and are poorer 
conductors of beat and 
electricity thaw solid metaL The 
snag, however, is that they are 
expensive mid difficult to make. 

But researchers at the 
Fraunhofer institute for applied 
materials research in Bremen 
have solved some of the 
manufacturing problems with a 
powder-based metallurgical 
technique. As part of an EU 
project called Meteor, they are 
making lightweight metal foam 
components for the transport 
industry. One goal is to make a 
lift cabin from metal foam, 
which would be light, 
fire-resistant and able to absorb 
energy if the cable broke and 
the lift hit the ground. 


Designing the acoustics for a 
multi-purpose auditorium 
usually involves compromise, 
since the sound qualities 
required for a conference differ 
from those needed for a 
classical or rack concert. 

The centre for the science and 
techniques of building, funded 
by the French government, has 
designed a system to change 
the acoustics for different 
events. The system consists of 
between 16 and 32 units 
containing a microphone, an 
electronic filtering unit, a 
power amplifier and a loud 
speaker. 

When these units are placed 
aronnd the walls and ceiling of 
the auditorium, they allow 
precise control of the sound 
quality. The equipment costs 
between FFr800,000 (S134.680) 
and FFr2m_ 

CSTB: France, tel 140502856; fax 
1405Q2848. 
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ARTS 


Ginema/Nigel Andrews 



L ottery riches can 
do much for a 
nation's cinema, 
but they cannot 
stQP it being a lot- 

for decad es has 
Britain been so productive 
or applauded at the movies, 
even enjoying its own “Brit- 
ish Renaissance" sideshow 
at tije recent Venice Film 
Festival. (And I leap at the 
fiance to mortify myself 
before the Renaissance Com- 
pany itself, whose splendid 
w *ngs of the Dove I mis- 
attributed to the Merchant- 
Ivory production house). 

Yet abundant quantity 
hrtngs abundant fluctuati ons 
in quality. Should we really 
be throwing hope and money 
at films like Photographing 
Fairies and Gallitxmn And 
doesn't the long-un] otter) ed 
fecundity of Mike Leigh 
show that a driven vision 
can thrive, possibly should 
thrive, without public char- 
ity? 

•Career Girls is not vintage 
Leigh, but even his worst is 
better than most British 
filmmakers' best. He makes 
human weakness enthraiHng - 
and human idiocy heroic, 
sad. reverberant. Hannah 
(Katrin Cartlidge) and Annie 
(Lynda Steadman) re-meet 
six years after shar ing a pad. 
during their polytechnic 
days. Their weekend 
together in London, cooking, 
mooching around parks or 
posing as housebuyers to 
gatecrash luxury flats. Is 
intercut with scenes from 
their past Both have grown 
out of their more manic 
mannerisms - Hannah's 
near-epfieptic jokiness and 
word-play. Annie's skin-rash- 
inducing shyness and axnd- 


ic human idiocy 


ety - but we see that matu- 
rity is also an emollient or 
camouflage, not a cure. They 
still seem loners, leading 
bitty lives in a bitty world. 

Leigh lobs outrageous 
coincidences at them. They 
accidentally meet each of the 
three most important people 
from their student days. 

CAREER GIRLS 

Mike Leigh 

PHOTOGRAPHING 
FAIRIES 
Nick Willing 

GALLIVANT 

Andrew Rotting 

MY BEST FRIEND’S 
WEDDING 

P.J. Hogan 

DEEP CRIMSON 

Arturo Ripstein 

Friend Ricky (Mark Benton), 
a fat pale, squinting bundle 
of nerves, who holds fingers 
to forehead before each 
utterance as if water-divin- 
ing his thoughts, seetns 
never to have recovered 
from Annie's sexual rejec- 
tion. Adrian (Joe Tucker) is 
a smarmy Lothario gradu- 
ated to estate agent And ex- 
flatmate Claire (Kate Byers) 
jogs past them in a park, 
hooded in the anonymity she 
seems always to have 
courted. 

Secrets And Lies was a 
richer movie, but Career 
Girls is precise, mischievous, 
almost forensic. Annie has a 
sway-headed tic, like one of 


those animals you see in a 
car's rear window, and 
seems half way to autism 
without really trying. Han- 
nah is a Joker whose objects 
of contempt include her own 
jokes: she spits them out 
with spendthrift misan- 
thropy. “I suppose on a clear 
day you can see the class 
struggle from here." she 
cracks to a Docklands pent- 
houseowner, before moving 
on to her Canary Wharf ver- 
dict: “Shame they couldn't 
afford an architect.” 

The weekend could never 
happen as it does, but then 
neither could the events in 
Naked . Compressing time, 
Leigh pushes a year's share 
of poetic accidents (or six 
years') into 48 hours. He 
does it not to make the por- 
traits simpler, bat to make 
them deeper, more volatile, 
more uneasy. Annie and 
Hannah, meeting again, 
prove that growing up is just 
a kind of cosmetic anae- 
thesia. They look better, or 
better^roomed; they behave 
less maniacally. But how 
much has really changed 
under the flattering patina 
of maturity? 

*■ 

Photographing Fairies is 
prettily plotted, prettily pho- 
tographed, and prettily 
empty. The original novel by 
Steve Szilagyi was inspired 
by the early-century “Cottin- 
glea Fairies" scandal in 
which Sir Arthur Conan 
Doyle, a devoted spiritualist, 
was hoodwinked by a faked 
photograph of fairies playing 
in a garden. Sir Arthur 
mak es a cameo appearance 
here, bluffly played by 
Edward Hardwicke, but the 
hero is a young photogra- 


pher (Toby Stephens) trying 
to hold out for rationalism 
even though made vulnera- 
ble to otherworldly thoughts 
by his wife's recent death. 

Lured towards a literal 
“fairy story" emanating 
from an En glish village, he 
takes his camera, flashbulbs 
and scientific curiosity. He 
should have taken some 
human credibility too. Step- 
hens, a handsome actor who 
has strutted to accl aim on 
stage, seems on screen to be 
held hostage by his cheek- 
bones. Nothing, least of all a 
real emotion, is allowed to 
disturb their perfect symme- 
try. He clenches, stares, 
“emotes", and we never 
belidve in his character for a 
minute. Nick Willing's pro- 
saic direction does not' help; 
Simon Boswell's music 
swells and tinkles; and half , 
way through. Ben Kingsley 
whirs on to scatter the his- 
trionic competition, an actor 
actually possessed by what 
he is acting. 

Andrew Kotting’s Galli- 
vant is so anxious to mean 
something that we wish it 
did, Kotting, mostly accom- 
panied by his disabled seven- 
year-old daughter and garru- 
lous grandmother, takes a 
road journey around the 
whole coast of mainland 
Britain. The risks are huge. 
One. he could collide with 
Paul Theroux. Two, he could 
end up with too much mate- 
rial. Three, he could end up 
with too little. 

In the event he ends up 
with both. The first-time fea- 
ture-maker edited a reported 
20 hours’ footage into 103 
minutes and it still adds up 
to an excess of nothing. The 
presence of Eden, the daugh- 



Mischievous: Katrin Cartfidge as Hannah In Mike Leigh's ‘Career Girls' 


ter mute and gesticulatory 
with Joubert’s Syndrome, 
may be a sign that the film 
is about the poignancy of 
{noncommunication. The 
grandmother may have 
inspired the theme of tradi- 
tion. pursued in interviews 
with every passing shanty 
singer or sword dancer. But 
neither these nor Kotting’s 
whirling-dervish visual style, 
mixin g colour and mono- 
chrome. real time and 
time-lapse, persuade us we 
are watching anything more 
than an escaped and danger- 
ous home movie. 

Julia Roberts in My Best 
Friend's Wedding has found 
her best role since Pretty 


Woman. Two weeks ago, pro- 
pelled around Thrlllerland 
with Mel Gibson, she seemed 
like a mannequin in a coma. 
Now we can view this silly 
comedy about a lovelorn 
young woman trying to 
break up the wedding of her 
once and (she hopes) future 
boyfriend (Dermot Mulro- 
ney) - with whom years ear- 
lier she made a blood-bonded 
love pact - and we can catch 
Roberts fever all over again. 

That wounded beautiful 
face, that tumble of red hair, 
that lisping upper lip: they 
all need space in which to be 
radiant and scatterbrained. 
Here she is at her best, sob- 
bing into heartless answer- 


ing machines, going through 
57 varieties of daffy intro- 
spection in her bedroom 
(look for the stuffed pig) and 
shaking her locks in comi- 
cally lyrical dismay as life 
gives her more of a run- 
around even than she gives 
Mulroney and his bombshell 
bride Cameron Diaz. 

In Arturo RJpstein's Deep 
Crimson we have more sex- 
ual jealousy, from Mexico. 
The film, opening at the 
Metro, will be probably seen 
by three persons and dog. 
but you should make sure 
you are one of them. Rip- 
stein remakes, or reinvents. 
Leonard Kastle's The Honey- 
moon Killers, that 


black-and-white US mini- 
classic set in noonday subur- 
bia in which an ill-matched 
couple murdered for love 
and money. 

Here they murder in col- 
our and with queasy §lan in 
the land of sun, sweat and 
shuttered interiors. She is a 
plump nurse, he a Casanova 
with a toupee. Masquerading 
as brother and sister, they 
pray on lonely hearts with 
large insurance policies, 
before becoming prey them- 
selves. By the end, so sure 
and sly is Ripstein’s grasp of 
character and camerawork, 
we seem to know every beat 
and tremor of this couple's 
souls. 






Theatre/Ian Shuttleworth 

Career curves of 
female players 


T here are some roles 
which could best be 
described in a list of 
dramatis personae 
by the simple words “Liz 
Smith'’. One such is Doll 
Common in April de Angelis’ 
Playhouse Creatures : having 
seen Smith in the part, 1 find 
it impossible to imagine any 
other actress playing this 
skiwy-cum-historical throw- 
back in a Restoration play- 
house, and also acting as a 
kind of chorus introducing 
events to the audience. Her 
tone and timing put the per- 
fect amount of spin an de 
Angelis* wry, sometimes 
anachronistic lines concern- 
ing the first actresses on the 
English stage. 

Playhouse Creatures, 
revised and expanded from 
its original 1993 version to 
include Elizabeth Barry, the 
Earl of Rochester and 
Thomas Otway, sketches in 
the career curves of several 
female players: Elizabeth 
Farley, her career cut short 
by pregnancy; Rebecca Mar- 
shall, undone by the enmity 
of a courtier to whose 
desires she proved insuffi- 
ciently pliant; Nell Gwyn. 
ascending thanks to a fortu- 
itous combination of deter- 
mined ambition, skill and 
luck from selling oranges via 
the stage to Charles JTs bed- 
chamber; and Mary Better- 


ton, whose ultimate handi- 
cap was simply that she had 
aged out of her appeaL We 
now also see Mrs Barry clim- 
bing to prominence almost 
literally on the corpse of 
Rochester (Dominic Rowan, 
giving a fine reading of 
urbane dissolution). 

Although her overall con- 
cern is with a number of 
women trying to do full jus- 
tice to their individual 
potentials in a profession 
which requires them merely 
to be objects (whether to the 
audience in general or to 
particular spectators in pri- 
vate). de Angelis’ principal 
tone is comic; camaraderies 
and rivalries alike are por- 
trayed sardonically under 
Lynne Parker's adept direc- 
tion. 

Sheila Gish as Mrs Better- 
ton instructs Nell Gwyn on 
the positioning of the head 
as on a clock-face to signify 
emotions (six-thirty for 
anger and revenge, etc.) and 
with smiling diplomacy 
demands extensive rewrites 
from Otway; Jo Mclnnes' 
Nell barges her way to the 
top with cheerful rumbus- 
tiousness, . while Rachel 
Power as Mrs Marshall man- 
ages. as often as not, to 
retain a degree of affability 
even in the face of the ven- 
detta of the Earl of Oxford. 

When poignancy does 



Rachel Power in 'Playhouse Creatures’ toanu 


arise, it is stronger for the 
contrast. Mrs Farley (Saskxa 
Reeves), some months after 
being forced to leave the 
company, reappears as a 
prostitute and, ima moment 
of lacerating pathos, mum- 
bles plaintively, “Two- 
pence . . . I’ll do any- 
thing . . . you can punch 
me . . . look ..." as she 
shows her braises; Gish's 
Mrs Betterton arouses pity 
not by her final rendition of 
Lady Macbeth’s mad speech, 
but by the defeated tone of 


her subsequent self-deprecat- 
ing dismissal, “No, Tm not 
mad - Tm just eccentric." 

Playhouse Creatures is one 
of the successes of the Peter 
Hall Company’s new (or 
nearly-new) plays strand 
under Dominic Dromgoole, 
and it is a great pity that the 
sale of The Old Vic will 
bring such (for the West 
End) innovative program- 
ming to a close. 


In repertory at The Old Vic, 
London SE1 (0171 92S 6655). 


S hakespeare’s Othello 
has become a rarity, 
and we all know 
why. Actors trip 
over each other in their 
rash to play Hamlet, Mac- 
beth, Lear, Benedick, Rich- 
ard H, Henry V, Richard JH, 
Coriolonns. Bnt Othello is 
now only played by black 
actors. A ridiculous situa- 
tion. Imagine if Verdi’s 
OteDo could only be sung by 
black tenors! I should like to 
see Adrian Lester play lago 
to Michael Gambon's 
Othello, bnt will 1? Maybe in 
the next- c entu r y. 

As things are, many of ns 
now have far more experi- 
ence of Otello than of 
Othello. In the internal of 
the National Theatre’s new 
Othello production, more 
than one person admitted 
that, while listening to 
Shakespeare’s English, they 
had been translating it back, 
so to speak, into Boito’s Ital- 
ian. I myself confess that 
there were certainly 
moments when I could not 
help superimposing, with 
both eye and ear, the Otelli 
of Jon Vickers and PJacido 
Domingo at Covent Garden. 

Still, despite the over- 
whelming stamp that Verdi 
sets on certain scenes, 
Shakespeare's play is a yet 
more extraordinary drama: 
as Sam Mendes 's Cottesloe 
production shows. Hand- 
somely set in the 1930s or 
thereabouts, it . gives us 
Othello's insidious fluency 
and intimacy. And Mendes 
perfectly judges the contrast 
between Othello and lago. 
Othello is large of soul, 
poetic in manner, mighty of 
a Iterance; he belongs to tra- 


Theatr e / Alastair Macaulay 

Othello proves 


a mixed 

dition. The lago of Simon 
Russell Beale, by contrast, 
is fleet of thought, small in 
scale, mean of spirit, prosaic 
in style; and startlingly 
modern. 

In a superb performance, 
Beale reveals lago’s speed in 
action, his plausibility and 
sardonic wit in discourse, 
and his deadly spontaneity 
in planning. Among several 
chilling moments, 2 remem- 
ber particularly one exit in 
which he pauses to gaze on 
Othello, first, with the ten- 
der concern that be has been 
expressing, then - his face 
relaxing only a fraction - 
with the baleful scorn of Ms 
true self. We see bis mask 
drop, and yet hardly a mus- 
cle has moved. 

Rarest of all is Beale's 
understanding of the pathos 
of eviL (What an AJberlch 
he would make in the Ring') 
How ligbtly, quickly, to us 
he drops his suspicion that 
he himself has been cuck- 
olded by Othello. This suspi- 
cion, he says, “Doth like a 
poisonous mineral gnaw my 
inwards”; he hardly inflects 
the words at all, and yet we 
know his very soul is bil- 
ious. What grim satisfaction 
he finds in his plotting 
brings him no Joy, but only 
deepening of grim pain. 

David Harewood demon- 
strates the measure of 


blessing 

Othello. He has grandeur, 
humour, ardour, anguish, 
and his nobility of voice and 
physique form an ideal con- 
trast to Beale's gnarled ugli- 
ness. Bnt Harewood does 
not persuasively inhabit his 
role. Whereas Beale Is the 
natural master of the telling 
caesura, Harewood has an 
increasingly mannered way 
of pausing before or after 
key words: “Yon have. Seen 
nothing. Then?” “It. Is the 
cause." “Ere she’ll betray 
more. Men.” And so on. He 
is one of those Othellos who 
seem to be speaking in an 
alien tongue - especially, 
ironically, in soliloquy. And 
so neither Othello's nor 
Othello’s soul ever quite 
encompasses us. 

M arvellously, 
Claire Skinner 
shows the bold 
candour and 
the youthful innocence of 
Desdemona at once; the 
direct and tender way in 
which, addressing her 
father, she distinguishes 
between a daughter’s duty 
and a wife’s is splendid. 
(Her words, in the Cottesloe 
where King Lear has been in 
repertory, sound like a per- 
fect rebuke to the hypocrisy 
of Goneril and Regan.) At 
every point, her manners to 
the other characters bring 


details of the play to fresh 
life. We are very clear about 
her separate regards for, 
respectively, Emilia. Cassia, 
and lago; and we seO that 
her relationship with 
Othello is one of body and 
soul. Her freshness and vul- 
nerability are thrilling. 

There are several other 
excellent performances; 
notably, Crispin Letts’ 
account of the rapid degen- 
eration of Roderigo, Trevor 
Peacock's embodiment of all 
outraged fathers as Braban- 
tio, and Clifford Rose's quiet 
generosity as the Dnke of 
Venice. Maureen Beattie’s 
Scottish Emilia is already 
good, and would be better if 
she held her ground in the 
last act with more author- 
ity. 

In this period setting, 
some incidental features go 
too fax (a clock ticks too 
loudly in the Duke’s cham- 
ber). Others go not far 
enough (if the Willow Song 
Is going to be a blues 78 that 
Desdemona listens to, then 
let it sound louder and lon- 
ger, and overwhelm us too). 
Paul Pyant’s fighting adds 
persuasive detail to many 
scenes, bnt does not quite 
make the storm convincing. 
Anthony Ward's designs fit 
the action beautifully onto 
the Cottesloe stage, and 
Mendes could hardly have 
gauged the scale of the play 
better. 1 would like to see 
every Shakespeare play in 
this theatre. Maybe 1 will - 
In the next century. 


In National Theatre reper- 
tory at the Cottesloe Thea- 
tre, South Bank. London 
SE1 (0171-928 2252). 
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■ AMSTERDAM 

OPERA 

Heft Muziefctheater 
Tel: 31-20-551 8911 
Das Rheingoid: by Wagner. 
Netherlands Opera. New 
production, directed by Pierre 
Audi and conducted by Hartmut 
Haenchen; Sep 20, 23 


■ BERLIN 

CONCERTS 

Kammermusiksaal, 

PhHharmonie 
Tel: 49-30-2548 8354 

• Andres Schiff: performs 
Schubert piano sonatas: Sep 

19,22 J ^ 

• Ardrttf Quartet: in works by 
Rihm and Kagel; Sep 20 

• Arditti Quartet: in works by 
Gotdmann and Rihm; Sep. 21 

Philharmonic 

Tel; 49-30-2548 8354 

• Alfred 1 Branded performs a 
programme of works for piano 
including pieces by Liszt. 
Schumann and Haydn; Sep 21 


• Berlin Phi! harmonic Orchestra: 
conducted by Daniel Barenboim 
in works by Schumann, 
Zimmermann and R. Strauss. 
With violin soloist Thomas 
Zehetmatr; Sep 22, 23 

• Rundfunk-Sinfonieorohester 
Berlin: conducted by LTdo 
Zimmerman in a programme 
including works by Zimmerman, 
LxrtosfawskJ and Hartmann; 

Sep 19 

• Sinfonieorchester and Chor 
des MDR Leipzig: conducted by 
Michel Swierczewski in works by 
Schenker, Blacher and 
Kriatzschmar Sep 18 

DANCE 

Deutsche Oper 
Tel: 49-30-34384-01 
Deutsche Oper Ballet 
programme of two works by 
MacMillan - Concerto and Das 
Lied von der Erde: Sep 19 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 

• Aida: by Verdi. Staged by 
G6tz Friedrich, with sets and 
costumes by Pet Halmerr, Sep 20 

• Der Prinz von Horn bung: by 
Henze. Conducted by Christian 
Thielemann in a staging by Gfitz 
Friedrich; Sep 21 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Nabucoo: by Verdi. New 
production staged by Elijah 
Mosh'msky and conducted by 
Bruno Bartolatti. Cast includes 
Maria Guleghina and Samuel 


Ramey; Sep 20, 23 


■ LONDON 

CONCERTS 
Royal Festival Han 
Tel: 44-171-9288800 
Igor Otstrakh: the violinist 
performs works by Mendelssohn 
and Beethoven, with the English 
Chamber Orchestra conducted 
by Philip Ledger; Sep 20 

DANCE 

Sadler's Wells at the Peacock 
Theatre Tel: 44-171-314 8800 
Les Ballets Trockadero de Monte 
Carlo: return visit of the all-male 
touring company. Programme 
One features Swan Lake Act 
Two, Esmeralda, The Dying Swan 
and Paquita; Sep 18. 19, 20. 
Programme Two features Act 
Two from Giselle, The Dying 
Swan, Vivaldi Suite and Gaite 
Pariaenne; Sep 22, 23 

EXHIBITIONS 
Royal Academy of Arts 
Tel: 44-171-439 7438 
Sensation: Young British Artists 
from The Ssatchi Co flection . 
Showcase of works by some 40 
artists including Damien Hirst, 
Marc Quinn, Mark Wallinger and 
Rachel Whiteread; from Sep 18 
to Dec 28 

OPERA 

Barbican Centre 
Tel: 44-171-638 8891 • 

Les Arts FJorissants: programme 
of two partly staged chamber 
operas by Charpentier, La 
Descents d’OrphSe aux Enfers 
and Les Pbisirs de Versailles. 
Conducted by William Christie, 


with choreography by Ana 
Yepes. Part of a Golden Age 
weekend of Baroque music; 
SepIS 


■ LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion Tel: 1-213-972 8001 
La Boh6me: by Puccini. Revival 
of Herbert Ross's production, 
designed by Christopher Harlan 
and conducted by Williamo 
Vend Ice; Sep 19, 21 


■ MUNICH 
CONCERTS 
Philharmonie Gasteig 
Tel: 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Simone Young in 
works by Mozart and Schumann. 
With violin soloist Julia Fischer; 
Sep 23 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Bayerische StaatsbaHett in a 
programme of works by Hans 
van Manen - Concertante, Grose 
Fuge and Black Cake; Sep 21 

OPERA 

Bayerische Staatsoper 
TeL 49-89-2185 1920 

• Aida: by Verdi. Conducted by 
Roberto Abbado and directed by 
David Pourrtney, with sets by 
Robert Israel; Sep 20, 23 

• Die Meistersinger von 

N Dm berg: by Wagner. Peter 
Schneider conducts the season's 
opening event, in a production 
by August E vending. Cast 


includes Adrianne Pieczonka; 
Sep 18 

• Die Zauberfl&te: by Mozart. 
Conducted by Hans Drewanz in 
a staging by August E vetoing, 
with designs by Jurgen Rose; 
Sep 19, 22 


■ NEW YORK 

EXHIBITIONS 
Museum of Modem Art 

Tel: 1-212-708 9480 

• From Henri de 
Toulouse-Lautrec to Andy 
Warhol: Exploring Techniques. 
Selection of 70 works - 
woodcuts, etchings, lithographs 
and screenprints - from the 
collection; from Sep IB 

• New Concepts in Printmaking 
1: Peter Halley - installation of 
technologicalfy'derfved works by 
the painter launches a series 
which aims to challenge received 
ideas about printmaking; from 
Sep 18 

OPERA 

Metropolitan Opera, Lincoln 
Center Tet 1-212-362 6000 

• Carmen: by Bizet. Revival of a 
production by Franco Zeffirelli; 
Sep 22 

• Manor: by Massenet Revival 
of a staging by Jean-Pierre 
Ponneile; Sep 23 

New York State Theater 
Tel: 1 - 212-870 5570 

• La Traviata: by Verdi Revival 
of Renatta Scotto’s New York 
City Opera production, 
conducted by Emmanuel Joel; 
Sep 20 

• Macbeth: by Verdi. New York 
City Opera. New production 


directed by Leon Major and 
donducted by George Manahan; 
Sep 18, 21 

• The Magic Flute: by Mozart 
New York City Opera revival. 
Conducted by Derrick Inouye in a 
staging by Lotfl Mansouri; Sep 
19,20 


m PARIS 

CONCERTS 

Opera National de Paris, Opdra 
Bastille Tel: 33-1-44731300 
Orchestra de I’Op&a National de 
Paris: James Conlon conducts a 
programme of works by Strauss, 
Ravel and Brahms; Sep 23 

Theatre des Champs Bysees 
Tel: 33-1-49525050 
Orchestra National de France: 
conducted by Charles Dutoit in 
works by Stravinsky and Orff. 
With soprano Patricia Petibon, 
tenor Stanford Olsen and 
baritone HSkan Hagegard; 

Sep 18 

DANCE 

Theatre des Champs EJys€es 
Tel: 33-1-49525050 
Bejart Ballet Lausanne: 
Jerusalem, dt£ de la paix. 
Programme 1. with choreography 
by Maurice Bejart; Sep 19, 20. 
Gala evening, with Mikhail 
Baryshnikov and Sylvie Guillem; 
Sep 22. Programme 2, with 
choreography by B6jart With 
soloist Mikhail Baryshnikov; 

Sep 23 

OPERA 

Op£ra National de Paris, Opera 
BastiHe Tel: 33-1-44731300 
• La Nozze di Figaro: by 


Mozart Conducted by James 
Conlon in a staging by Giorgio 
Stnahler; Sep 20 
• Turandot by Puccini: New 
production by Francesca 
Zambeflo. Conducted by 
Georges PrStra; Sep 22 


■ ROME 
CONCERTS 
Auditorio di Via della 
Concillazfone 
Tel: 39-6-6880 1044 
Orchestra and Choir of the 
Accademia Nazionala di Santa 
Cecilia: conducted by Daniels 
Gatti fn works by Brahms; 

Sep 18 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 

07.00: FT Business Morning 
10.00: European Money Wheel < 
Nonstop live coverage until 15.00 
of European business and toe 
financial markets. 

17.30c Financial Times Business 

Tonight 

• CNBC 

0830: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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Immaterial world 

Advances in retailing highlight the conflict between 
technological change and the personal touch 


The boy with the cold hard 
cosh is atum/s Mr Right 
’cause ice are living 
in a material world 
and I am a material girt 

"Material Girl" 

M adonna was 
only partly 
right. The 
world is becom- 
ing less material by the day: 
more and more economic 
transactions take place In a 
dematerialised form, from 
buying securities to renting 
pay-per-view entertainment 
But there is a deeper 
truth in the song. Since we 
are material beings, most 
transactions require physi- 
cal consummation. You can 
order books or CDs by tele- 
phone or the Internet, hut 
to enjoy them you must get 
them physically Into your 
hands. You can trade stocks 
and shares in an entirely 
electronic way - but low- 
value transactions such as 
buying a newspaper still 
require which must be 
acquired, then distributed. 

This creates a paradox for 
most businesses. Hie physi- 
cal element of their transac- 
tions is essentia] - but it is 
an ever-smaller proportion 
of the value added. Compa- 
nies are under pressure to 
find ways of minimising the 
costs of doing business in 
t>ii» material world. 

One way of doing this is 
to piggy-back on someone 
else's distribution systems, 
using them to provide a 
physical element for your 
Increasingly dematerialised 
business processes- This cre- 
ates an Implosion of distri- 
bution systems, as more and 
more lines of business are 
fnnnpiiwt through a shrink- 
ing number of networks. 

This is not a new phenom- 
enon. The distribution of 
bread and dairy products 
once justified their own net- 
works of bakers' shops and 
mUkrounds. Now, in many 
countries, that role is per- 
formed by convenience 
stores and supermarkets. 

Even in the UK. where an 
independent milk distribu- 


tion system survives, it is 
being undermined by the 
cost advantages of shared 
distribution. And a second 
wave of consolidation is tak- 
ing place, as convenience 
stores - themselves the 
product of the consolidation 
of many older distribution 
networks - amalgamate 
with petrol stations. 

Perhaps the most striking 
example of the consolida- 
tion of distribution net- 
works comes in the increas- 
ing overlap between retail 
hanfcjng and supermarkets. 
Banking is a perfect exam- 
ple of a business that can be 
largely - but not entirely - 
dematerialised. 

Bankers are torn between 
the knowledge that their 
branch infrastructure is 
largely irrelevant to their 
future business model and 
customers’ insistence on 
convenient locations for the 
few transactions they 
undertake in person. 

Super mar ket banking is 
the obvious solution. It can 
be undertaken in a number 
of forms - from the US 
model of putting mini- 
branches in supermarkets, 
to the UK approach of set- 
ting op supermarket-owned 
banks and turning checkout 
assistants into part-time 
tellers. In the US model, the 


banks have the whip hand; 
in the UK, the greater 
strength of the supermar- 
kets * in profit and brand 
terms - allows them to grab 
a larger share of the action. 

Here is the second truth 
in Madonna's song: The boy 
with the cold hard cash is 
always Mr Right. Increas- 
ingly, transactions will 
gravitate to those distribu- 
tion chains that can con- 
tinue to maintain accept- 
able profit margins in their; 
core businesses. Since the 
expense of maintaining a 

physical network - includ- 
ing the cost of han dling 
cold, bard cash - is fully 
covered, they can charge a 
competitive price for bolting 
on other distribution roles. 

In Britain, where super- 
markets are extremely prof- 
itable, this makes them the 
natural winners in the bat- 
tle for an increasing share 
of the retail distribution 
business. Newspapers and 
magazines, alcohol, confec- 
tionery, videos, retail bank- 
ing, white goods: all these 
businesses have tradition- 
ally had their own dedicated 
retail distribution systems. 
Now UK supermarkets are 
taking an increasingly large 
share of each of them - or 
are preparing to do so. 

In other countries, where 



the financial and brand 
strength of the supermar- 
kets is less marked, there 
may be other winners. In 
the US, for example, it is the 
discount department stores 
- especially Wal-Mart - that 
are best positioned to win 
incremental distribution 
business. If a way can be 
found around federal 
restrictions on mingling 
banking and commercial 
activities, can Sam's Bank 
be far behind? 

It is worth considering, 
however, whether this con- 
solidation of distribution Is 
merely a transitional stage. 
At some point, many trans- 
actions potentially could be 
completely dematerialised. 
CDs will be replaced by 
music downloaded from the 
world wide web; white 
goods purchased from 
online catalogues not from 
shops: banknotes replaced 
by debit cards and elec- 
tronic purses. Then, per- 
haps, the need for the physi- 
cal point of contact will 
disappear, and businesses 
and their customers will no 
longer wish to pay for even 
a low-cost, shared distribu- 
tion network. 

It is possible. But remem- 
ber the phrase coined by the 
American futurologist John 
Naisbitt: hi-tech, hi-tonch. 
His argument is that people 
seek a balance between 
technological advances and 
personal involvement 

Everything that has hap- 
pened since he put forward 
that view a decade ago 
bears out its truth. Busi- 
nesses will need to adapt to 
the tension between the 
convenience offered by tech- 
nology and the involvement 
offered by physical pres- 
ence. Harnessing shared dis- 
tribution to dematerialised 
business processes is only 
the first step. The bigger 
challenge is to identify 
which parts of the transac- 
tion benefit from personal 
involvement - and to find 
ways of delivering that 
through a distribution 
shared with other products. 
E-maiLpeterjnartin@FT.com 


Personal View * Wolfgang Schauble 








* »< * 













. , *• A* 3" 

•J-y* J?\» . Ty, •_* 



Hard sell for a hard euro 



Why Germans 
must accept 
monetary union 
as part of 
their future 

The debate 
about mone- 
tary union in 
Germany has 
intensified. It 
will continue 
to do so since the connection 
between monetary union 
and the government's aus- 
terity reforms is not really 
understood. That is why 80 
per cent of the population 
feel they have been inade- 
quately informed. 

As it becomes fncreesingiy 
uncertain whether monetary 
union will start on time, 
there Is a growing risk of 
speculation-driven exchange 
rate fluctuations and diver- 
gent movements of interest 
rates among member coun- 
tries. Hence the foremost 
concern must now be to 
make dear the fundamental 
significance of Emu. 

Going beyond the comple- 
tion of the single market, 
monetary union is directed 
towards a radical rehabilita- 
tion and modernisation of 
Europe’s economies. This is 
fa tender! to stabilise the eco- 
nomic and social systems of 
the participating countries 
and could have positive 
effects an the political order. 
A single currency will 
underpin *T»d complete the 
single market, save costs 
and facilitate investment. 

Germany has a direct 
interest in, and a special 
responsibility for, the com- 
pletion of monetary union. 
This Is due not only to eco- 
nomic factors, but also to 
the fact that monetary union 
takes up the idea of the 
“social market economy". 

It is clear that the stron- 
gest economy with the stron- 
gest c urr e n cy will exert the 
strongest influence on the. 
convergence process. Hence 
Germany must signal secu- 
rity and confidence to 
encourage its partners and 
reassure the markets. 

But It was the success of 
the “social market economy” 
that im pra ooo d our EU part- 
ners. combining as it did a 
liberal and productive eco- 



Schauble: Emu is more than just a pipe dream 


nomic system with a social 
order based on justice and 
solidarity. The model 
includes competition anti an 
independent Bundesbank 
committed to maintaining 
price stability as well as the 
consensus principle and 
social partnership. Success 
in reforming the model will 
be crucial if the idea behind 
the Maastricht treaty is to 
gain lading acceptance. 

Germans must be told 
what this new Europe 
means. France, for instance, 
has kept rts inflation rate 
below that of Germany far 
almost five years; in the last 
three years France’s debt 
interest payments have 
fallen below those of Ger- 
many; the French franc has 
for many years held its own 
against the D-Mark and now 
figures among the most sta- 
ble currencies in the world. 
Italy too ha« mada remark- 
able progress in consolidat- 
ing its public finances am<* 
1992. Spain lias not only 
undertaken massive efforts 
to bring down its deficit, but 
has also got to grips with the 
chief structural problem d 
its highly regulated labour 
market. There are many 
other examples of such 
achievements, few of which 
are known inride Germany. 

The fear of a weak euro is 
without foundation. All EU 
member states are aware of 
the need for stability. The 
rate of price rises in most 


countries is below 3 per cent. 

The independence of the 
future European Central 
goes beyond the stat- 
utes of the Bundesbank and 
is unmatched worldwide. 
Wages in EU countries have 
been developing moderately 
for years and have risen less 
than prices. Interest rates on 
the European capital mar- 
kets are at an all-time low. 

The ffaantriai markets do 
not demand any interest rate 
premiums since they appar- 
ently do not expect inflation 
rates to rise after the intro- 
duction of the euro. Neither 
money supply (central 
bank), nor money demand 
(wages, price rises! nor mar- 
ket expectations about the 
development of both parame- 
ters (interest rates) indicate 
a “soft euro” in terms of its 
domestic purchasing power. 

Wim Dulsenberg. presi- 
dent of the EML the foreun- 
ner of the ECB, has rightly 
observed that the external 
value of the euro need not 
concern participants any 
more thaw the external value 
of the dollar concerns the 
US. The significance of for- 
eign trade for the gross 
national product of Emu 
countries would be just as 
small as for the US. 

With regard to the deci- 
sion on entry into the third 
stage of Emu, to be taken in 
the spring of 1998. the CDU/ 
CSU parliamentary group 
must strictly observe the 


spirit and letter of the Maas- 
tricht treaty . The determina- 
tion of' which countries 
should be eligible to partid- 
nate must be given on the 
basis of the results achieved 
£7997 and in the light of 
the target figures for 1393- 
The assessment of the Bund- 
esbank should also be taken 
into account. 

There will also be a need 
for all participants to con- 
tinue to implement .struc- 
tural reforms even after the 
start of monetary union. 
This will be decisive in mak- 
ing Europe more attractive 

as a business location and 
enhance the appeal of a 
European currency to inter- 
national investors and credi- 
tor*. 

In view of the past suc- 
cesses of European stability 
policy and the efforts of indi- 
vidual EU member states to 
attain stability, there is no 

reason to postpone Emu. 

Doing so would not only 
ease the pressure to reach 
convergence but would also 
call into question the suc- 
cesses so far. The entire proj- 
ect would run the risk of col- 
lapsing. The continuation of 
a stability- and reform-orien- 
tated course would no longer 
be guaranteed. For all part- 
ners. to particular for Ger- 
many. this would not only 
have serious economic but 
also political consequences. 

Emu is vital for the contin- 
uation of the process of 
European unification. It 
plays a crucial role in 
enabling Europe and its 
nations to meet the chal- 
lenges of the future. 

The internal consolidation 
of the EU is, along with 
institutional reform, an 
essential requirement for 
mastering the enormous 
external challenges now con- 
fronting the union. 

Germany faces its most 
daunting test Resolving its 
internal problems by means 
of radical reforms is a pre- 
requisite for attaining its 
principal foreign policy goal: 
a strong Europe, which is 
itself a requirement for safe- 
guarding Germany's future. 

This is an edited version of a 
statement written by Wolf- 
gang Schauble, leader of the 
CDO and CSO MPs hi the 
Bundestag. 
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Strong support for IMF/World 
Bank fight against corruption 


From Mr Card Motm. 

Sir, In his article "Corrup- 
tion in the spotlight” (Sep- 
tember 16) Martin Wolf 
wrote about the lead role of 
both the World Bank and the 
International Monetary 
Fund In the fight against 
corruption. Both institutions 
must be delighted and sur- 
prised that their new poll- „ 
ties find strong and dedi- 
cated support from the 
sooth, as last week’s Interna- 
tional Anti-Corruption Con- 
ference in Lima impressively 
testified. The Lima declara- 
tion, passed unanimously by 
more than 1,000 delegates 
from. 93 countries, calls for a 
suspension of all World 
Bank and IMF support and 
lending to governments 
unwilling to tackle corrup- 
tion adequately. 

The declaration, capturing 
some of the overwhelming 
atmosphere of the confer- 
ence, also is a brickbat to 
rogue banks and so-called 
“safe havens" for dirty 
money as It urges offshore 
banking centres failing to do 


their share in the detection 
and seizure of illicitly gained 
assets to be excluded from 
the international banking 
system. It is a milestone that 
the anti-corruption confer- 
ence reached global consen- 
sus that banking privacy 
must no longer protect prof- 
its derived from corr uption. 

Carol Mohn. 
programme officer. 
Transparency International, 
Heylstrasse 33, 

D-10825, 

Berlin, Germany 

From Mr John Rosthom. 

Sir, Martin Wolf provided 
a useful review of business 
and governmental practice. 
Those leading the present 
Initiatives to combat corrup- 
tion, like the World Bank, 
International Monetary 
Fond and OECD, do well, 
but they fall short in at least 
one respect. The temples of 
Korea, the mosques of Indon- 
esia and the churches of 
Mexico no longer provide the 
moral leadership they once 


did. Neither do they do so in 
other countries. In most 
places, too. the ethical edu- 
cational content of family 
and school programmes has 
slipped. 

In the business sector, 
meanwhile, some companies, 
following their codes of eth- 
ics, find a modern impera- 
tive to take on the challenge 
of educating their staff. But 
not so clear is who will edu- 
cate politicians and govern- 
ment employees. 

The educational pro- 
grammes are available. A 
small amount of World Bank 
binding and further educa- 
tional crusading against cor- 
ruption would do much to 
remove the heavy economic 
costs of corruption in any 
nation. . 

John Rosthom, 
senior partner. 

The Logistics & Marketing 
Partnership, 

Beech House, 

25 Dale Street, 

Bdgeley, 

Stockport SK3 9QA. UK 


Israelis’ confidence must first be rebuilt 


From Mr Oliver Kamm. 

Sir. Judy Dempsey’s argu- 
ment (“Blowing peace 
away”. September 5) con- 
cerning the bombings in 
Jerusalem Is depressingly 
familiar. She begins by 
describing the horrifying 
carnage of this and other 
Hamas acts; she concludes 


with the non sequitur that 
"a gesture by Mr Netanyahu 
on the settlement issue 
might help rebuild some lost 
confidence”. 

The confidence that must 
be rebuilt if the peace pro- 
cess is to be advanced is that 
or Israel’s citizens in the 
willingness of the Palestin- 


ian authority to crack down 
on terrorism, and to cease to 
refer to bombers as "mar- 
tyrs”. Pressing Israel for yet 
farther concessions is irrele- 
vant to that urgent task. 

Oliva- Kamm, 

8 Upper Church Street, 

Bath BA1 2PT, UK 


Flights that 
few would 
fancy 

From Mr R. Vernon. 

Sir, Roger Bray (Business 
Travel, September 15) 
reports that 24 per cent of 
short to medium flights were 
delayed by 15 minutes or 
more. My experience with 
Britain's “premier” airline is 
much worse: on each of my 
four inter-continental trips 
with British Airways in the 
past year there has been a 
delay of at least 12 hours, in 
one case two days, on either 
the outward or the return 
journey. 

While I appreciate that in 
any one case it is better to 
delay a flight to fix a fault 
than to take a risk and fly 
with It, the frequency and 
severity of these delays sug- 
gests something is seriously 
wrong with BA It seems 
that this airline achieves its 
profitability by putting 
shareholders’ interests far 
ahead of those of passengers, 
and of cabin crews too. 

My guess from this experi- 
ence is that BA’s strategy 
includes (a) cutting mainte- 
nance to the bare minimum 
allowed by the International 
Air Transport Association 
(b) allocating zero value to 
passengers’ personal travel 
and work schedules - mlna 
having been seriously dis- 
rupted every time. 

R. Vernon, 

Bezttidenhoutseweg 353 B, 
2594 Alt, The Hague, 

The Netherlands 


Economics will prevail for Caribbean banana industry 


From Mr Paul Weiser. 

Sir, Mrs Glenys Kinnock 
has come on to the Carib- 
bean banana battlefield 
(Letters, September 16) fol- 
lowing her recent sponsored 
visit to the Caribbean 
Islands, but some five years 
too late. All the arguments 
involved were eloquently 
and forcefully put before a 
parliamentary commission 
then, with the result that the 
UK government pushed 
through the EU Commission 
the present unfair licensing 
system. It is unfair not for 
the reasons Mrs Kinnock 


advances, but unfair, in the 
view of the vast majority of 
the European fruit trade, as 
an it did was to perpetuate 
the entrenched position of 
two or three then UK 
importers that had a monop- 
oly on banana imports. They 
rewarded their monopoly by 
granting than 30 per emit of 
the total licences being 
issued to import from the 
“dollar” area, but did basi- 
cally nothing to solve the 
long-term problems of the 
uneconomic and protected 
production of Caribbean 
ba n a n as. It was, however, 


recognised that this situa- 
tion could only go on until 
2000, when the current Lom£ 
Convention expired. 

The .UK fruit trade argued 
that the best plan was to 
allow completely free trade 
in hananag as in every other 
fruit With the African, 
Caribbean and Pacific coun- 
tries (which includes the ex- 
UK dependencies in the 
Caribbean) coming into the 
EU tariff-free, and with aS 
others paying, say, 15 per 
cent tariff, that money 
would be used to finance 
diversification of the uneco- 


nomic Caribbean banana 
industry into other fields. 
We maintain that this is still 
the best solution. Economic 
fact will prevail in the end, 
and in our view, Mrs Kin- 
nock does a great dis- 
service to the Caribbean 
Islands by her stance. 

Paul Weiser, 
director. 

United Banana Import 

Company, 

c/oPah-ina, 

36-39 Link House, 

New Covent Garden Market 
Loudon SW8 SPA, UK 
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Growth and 



With World Output P* panriiiT^ T at 
its fastest pace in a decade, the 
I background to the current 
round of meetings of the Inter- 
national Monetary Fund, the 
World Bank and the. Group of 
Seven indu s trialised countries 
is notably benign. Yet as the 
IMF’s latest World Economic 
Outlook points out. world eco- 
nomic and finanHnj conditions 
i are hostage to a range of risks 
and fragilities. Of these, the cur- 
I *ency crises in Asia will rightly 
I occupy much of the agenda in 
Hong Kong. What can be done 
to secure a smooth adjustment 
and pre-empt further trouble in 
Asia and elsewhere? 

The problems of the trouble- 
i prone Asian economies stem 
from seeking to peg local cur- 
rencies to the US dollar in the 
face of big capital inflows. Such 
behaviour leads to an accumula- 
tion of reserves which can be 
difficult and costly to off-set, or 
“sterilise”. Money and credit 
growth then accelerates, leading 
to overheating, inflation, a ris- 
ing real exchange rate and a 
1 ballooning current account defi- 
cit. When foreign investors 
1 panic, governments face a 
dilemma where, as in Thailand, 
raising interest rates to defend 
the c ur ren cy jeopardises weaker 
banks. The outcome is capita] 
flight and a currency crisis. 

For the policy makers meet- 
ing in Hong Kong there Is con- 
solation in the underlying dyna- 
mism of the harder-pressed 
economies. Thailand and - even 
more so - Malaysia are in far 
better economic shape than 
Mexico in 1994. As the World 
Economic Outlook's authors 
remark, given appropriate mea- 
sures to strengthen their finan- 
cial sectors and balance of pay- 
ments, such countries should 
I return to long-term trend 


growth after a relatively brief 
slowdown. 

The caveat is that a continu- 
ing rash of competitive devalua- 
tions threatens to create a more 
hostile trade environment that 
will militate against recovery 
Policy errors could also delay a 
resumption of rapid growth. In 
Thailand's case, political fragil- 
ity, which partly explains the 
failure of an IMF rescue pack- 
age to spark a rapid return of 
confidence, is a further obstacle. 

These risks would be substan- 
tially reduced if domestic 
demand growth were to resume 
in Japan. But with Ryutaro 
HasMmoto’s government resist- 
ing US calls for domestic fiscal 
stimulus, most of the trade 
adjustment wOl fall cm the US 
Trade friction and slower 
growth are thus a worry. Mean 
while the policy response of 
some countries, most notably 
Malaysia, has been erratic. 

In high saving countries 
which are heavily dependent for 
growth on direct inward invest 
ment, a more restrictive capital 
regime is the wrong answer. 
The imperative in South-east 
Asia is rather to learn from 
Japan’s mistakes in handling 
the banking crisis that followed 
the 1980s bubble. Transparent 
accounting for banking losses is 
vital. Insolvent banks should be 
closed or recapitalised, if they 
are not to jeopardise the sur- 
vival of the strong. Restructur 
ing should be designed to min 
imise the moral hazard 
associated with bank bail-outs. 

Indeed, a grotesque feature of 
the present crisis is precisely 
that Japan’s enfeebled banks 
have bielled asset price infla- 
tion in South-east Asia with 
fhnds guaranteed by their own 
government. There could be no 
worse modeL 


Inviting assault 


Full results of last weekend's 
municipal elections in Bosnia 
will not be known until Satur- 
day, when absentee votes cast 
by displaced persons have been 
counted. This may produce 
1 some absentee councils, in 
places where the majority of the 
population have been displaced. 
The Dayton agreement willed it 
so, seeing the right of people to 
choose local authorities in their 
original homes as an instru- 
ment through which they could 
i help bring about favourable 
conditions for their safe return. 

Enabling such councils to 
meet and exercise their legal 
i powers will be a crucial test of 
the international community's 
ability to enforce the agree- 
1 ment This will be hardest in 
Serb-held areas formerly inhab- 
ited by Modems or Croats, as 
j local warlords, backed by part 
of the Serb population, will do 
their best to stop it 
Unfortunately Robert Frow- 
i rk, the American chairman of 
the Provisional Electoral Com- 
mittee. has just given the Serbs 
! a strong hint that they will be 
allowed to get away with such 
intimidation. He overruled a 
| decision by the Election 
Appeals Subcommission - a 
| judical body chaired by a Nor- 
j wegian judge - disqualifying 
! candidates of the ruling Serb 


Democratic party who had fla 
grantly breached the Dayton 
rules by displaying posters and 
" messages from Radovan Karad- 
zic. (The former leader is ban- 
ned from public life until he 
answers accusations of war 
crimes at the international tri- 
bunal in The Hague.) 

Worse, Mr Fro wick officially 
gave concern for the safety of 
international election observers 
as one of his reasons. Similarly, 
Nato commanders have cited 
fear of Serb attacks on their sol- 
diers as a reason for being 
reluctant to arrest Mr K a r adz i c 
and other indicted war crimi- 
nals. This takes us back to the 
bad old days of the UN “protec- 
tion force" (Unprofor). before 
1995, when British ministers 
used publicly to voice fears of 
Serb reprisals against their 
troops if Nato or the. UN took 
any robust action. 

It was to escape this dilemma 
that the ,Unprofor’s lightly 
armed peacekeepers were 
replaced by the present heavily 
armed Nato-Ied force: to enforce 
observance of agreements and 
overawe any recalcitrant war- 
lords. The whole effort in Bos- 
nia will have been in vain if Mr 
Karadzic and his supporters are 
again allowed to defy the inter- 
national community by threat- 
ening mob violence. 


Wales leads 


Scotland is a special case. 
Today’s vote on the principle of 
devolution by 2.2m electors in 
, Wales will be a much stronger 
pointer to what may happen in. 
the regions of England. 

The indications are that the 
Welsh will vote for a 60s eat 
assembly. But the prospect of 
, devolved government has foiled 
to ignite beacons of enthusiasm 
across the hills and valleys, for 
i two main reasons. First, many 
of those who reject, or give only 
tepid support to the idea, fear 
that the assembly will be little 
: more than a talking shop, inter- 
I posing an unnecessary layer of 
I politicking between Westmin- 
I ster and local authorities. 

! Secondly, some opponents 
| worry that the assembly could 
eventually drive a wedge 
| between Wales and England, by 
1 becoming a prisoner to Welsh 
> nationalist aspirations. 

The second of these objections 
seems rather weak. Wales has 
i not had the history of indepen- 
dence that Scotland enjoyed. 

, Consequently Welsh patriotism 

j tends to be cultural rathe- than 
separatist 

But the first anxiety has some 
force. The Welsh assembly, like 
the English regional assemblies 
that may follow it will not have 
power to raise taxes or to pa® 
primary legislation. In these 


two respects it will be much 
weaker than the Scottish parlia- 
ment It may even have diffi- 
culty in making significant 
changes to priorities within the 
£7bn budget for Wales, because 
of Westminster’s strong central- 
ising tendency. 

Paradoxically, these limita- 
tions provide a reason for a Yes 
vote. The assembly, when It 
finds its voice, will almost cer- 
tainly create strong pressures 
for Whitehall to loosen Its grip 
over the administration of ser- 
vices winch are better run 
locally or regionally - not only 
in Wales, but in England too. 

In the long run, devolution 
only makes sense If it involves 
such a transfer of real power 
and responsibilities. In this 
respect the government’s first 
stab at devolving power to 
Wales is a fudge. Yet it will cre- 
ate irresistible pressures for a 
more effective form of regional 
government. Constitutional 
change may be the better if it 
evolves gradually rath er th an 
springs in frill plumage from an 
election manifesto. 

Wales can start this process 
today by voting yes. Hat will 
take decision-making from the 
Welsh Office and give it to 
Wales’s elected representatives. 
It is only the first step - but an 
important one. 


Debunking the Dutch myth 

The Netherlands’ employment performance is not as impressive 
as it looks, say Wolfgang Miinchau and Gordon Cramb 


E uropean labour mar- 
kets are the flavour of 
the moment. The 
International Mone- 
tary Fund, in its 
twice-yearly review of the world 
economy, argues that continental 
European countries would do 
well to copy Britain’s labour- 
market reforms of the 1980s in 
order to bring down persistently 
high rates of unemployment. 
That is the Anglo-Saxon ortho- 
doxy. 

Continental Europeans them- 
selves, however, take a different 
view. For them, the Netherlands, 
not Britain, is the country to 
copy. Hans Tietmeyer, the Bund- 
esbank president, calls it "the 
model country, the example for 
the continent". Jean-Claude Tric- 
het, the governor of the Bank of 
France, estimates that some lm 
French jobs could be created if 
the labour market were made as 
flexible as that of the Dutch. And 
in his recent policy document on 
behalf of Germany’s ruling party 
(see edited version opposite), 
Wolfgang SchSuble, the Christian 
D emo crats* parliamentary leader, 
says that “the Dutch appear, 
after 15 years, to have largely 
succeeded in reforming their eco- 
nomic system without forfeiting 
the solidarity which is character- 
istic of their society". 

In other words, they have man- 
aged to combine Continental lev- 
els of social security and welfare 
assistance with Anglo-Saxon 
employment growth. Or have 
they? 

The notion that the Dutch have 
discovered a third way seems to 
have considerable statistical sup- 
port. The budget announced on 
Tuesday is based on forecast 
growth above 3 per cent for the 
third year r unning . In 1987 to 
1994, gross domestic product 
went iqi by an annual 2.54 per 
cent per head, compared with an 
EU average of 2.1 per cent 
The number of people in work 
during the past 15 years in the 
Netherlands increased by 16 per 
cent compared with only 3 per 
cent in Germany and 4 per cent 
in the EU. Unemployment was &3 
per cent in April, according to 
Eurostat the ElTs statistical 
office. Only Luxembourg and 
Austria have lower unemploy- 
ment rates in the EU. 

And these achievements have 
not been bought at the cost of 
fiscal laxity. The budget deficit in 
1998 will be only 1.7 per cent of 
GDP. down from 2 per cent this 
year. 

So, the economy looks in good 
shape. And there is strong evi- 
dence that the single most impor- 
tant part of the Dutch system - a 
comprehensive wage bargaining 


T here is a consensus that 
high unemployment In 
continental Europe derives 
from inflexible labour markets 
or structural rigidities. 

In fact, the strong association 
between the two is relatively 
recent Right into the 1990s, the 
unemployment rate in Germany, 
which has had one of the most 
highly regulated labour markets 
in the EU, was consistently 
below the unemployment rates 
of the US and the UK, both coun- 
tries with far less regulated 
labour markets. 

Due explanation for the UK's 
poor performance in comparison 
with Germany is no doubt that 
labour-market reforms take a 
long time to have their effect - 
and Britain also had inflexible 
jobs markets until the 1960s. But 


Escape for 
Spiderman? 

■ As comic book sagas go. 
Marvel Entertainment's tussle 
with bankruptcy has strained 
the patience of even the keenest ; 
reader- It’s seemed close to . 

^ breaking free several times, then 
*- Kapow! Keraplat! Zowfe! - a- 
new jailer arrives. So could the 
end finally be in sight? 

: Veteran corporate raider Carl 
foahn appeared to have a grip on 
: the some rnm+hK ago, 

when he pushed out ciga r - 
- dumping ffnanripr Rimalil 
Perehnan to take control of the : 
legendary comic book company. - 
" One up far Icahn, who obviously 
hasn't lost the touch that made 
him one of the most feared . 
stalfcere of 2teie companies 
during the 1980s. 

' But Marvel's bom&olders, fed . 
by Icahn, aren't the only 1 . 
creditors: a group of banks,- . 
headed by Chase Manhattan and . 
owed some $80Qm, had ideas of . .■ 
its own about how Marvel 
should be re str uc tur ed before it 
emeiges from Chapter n 

bankruptcy protection. 

• The struggle far Captain 
Aiwriiy, sjpuiennan and the 
Incredible Hulk has raged all. 
summer. Five times, a court date 
was set to approve, a deal* five 
times, it was delayed. Only this 
week, as they ga2ed into the 
abyss of a liquidation - an 



system outlined 15 years ago by 
the employers and union*? - hag 
achieved pay restraint and labour 
peace. Real wages are below the 
levels of 1990. The Netherlands 
loses proportionately fewer days 
to strikes than any western coun- 
try. 

There is a vigorous arg ume nt 
about whether such a system can 
work well only in a relatively 
cohesive and small country like 
the Netherlands. But regardless 
of that, there is a more funda- 
mental question to ask of the 
so-called Dutch miracle: has it 
delivered the high employment 
growth that its admirers claim? 
The answer is no: the statistics 
are a mirage. 

Three factors make Holland's 
employment performance look 
much better than it is. The first 
is the growth of part-time work- 
ing. Last year, according to Euro- 
stat, part-time jobs accounted for 
38.1 per cent of all employment 
That Is by for the highest propor- 
tion in the industrialised world. 
For comparison, part-time jobs 
only accounted for 24.6 per cent 
in the deregulated UK economy 
and 16.3 per cent In Germany. 
There is nothing bad about the 


growth of part-time employment 
Indeed, it can help make an econ- 
omy mare flexible. But it is not 
the same thing as full-time 
employment 

Second, the Dutch labour mar- 
ket boasts another curious 
record. As a result of labour 
agreements to reduce working 
time, Dutch workers work an 
average 1,400 hours per year. 
Even in Germany, people work 
1,500 hours. In Japan, 1,900 hours. 
Again, rtifa may be no bad thing: 
the Dutch may choose to work 
fewer hours. But it means that 
the economy is not producing the 
number of work hours that the 
low unemployment rate would 
suggest. 

Third, the low unemployment 
rate is attributable to the unusu- 
ally large share of the population 
which is at home, or taking early 
retirement, and hence not part of 
the labour force at alL According 
to the Organisation for Economic 
Co-operation and Development. 
Dutch labour-force participation 
was only 62.4 per cent in 1996. 
That compares with 68b per cent 
in Germany, 73.7 per cent in the 
UK and 77.3 per cent in the US. 

The most striking component 


iff the group not in employment 
is the number of people officially 
ill and drawing disability benefit 
or on sick leave. As the graph 
shows, there are more people In 
these two categories than offi- 
cially unemployed. This consti- 
tutes the single largest form of 
hidden unemployment in the 
Dutch economy. 

Put these categories together, 
and add In the number of people 
in subsidised employment 
schemes, and the picture looks 
very different. In a survey of the 
Dutch economy, the OECD last 
year put the “broad” unemploy- 
ment rate at a massive 27.1 per 
cent of the population of working 
age. Broad unemployment is 
defined as people of working age 
who live on welfare benefits or 
receive same subsidised employ- 
ment 

There are no official data to 
compare broad unemployment 
across countries. But Dirk Hor- 
ringa, a Dutch consultant and a 
vociferous critic of the Dutch 
welfare state, estimates that 
broad unemployment is much 
higher in the Netherlands than in 
Germany or the UK, and margin- 
ally hi gher than in France. He 


Flexibility isn’t everything 


another part is that continental 
European Labour markets are 
often more flexible in practice 
than they appear on paper. 

Statutory protection against 
dismissal, winch used to be com- 
mon in Spain and Germany, 
drove employers and employees 
to sign fixed-term work con- 
tracts. In many countries this 
has become standard practice for 
job starters or people switching 
companies. 

In Germany, the imposition of 
high social security contribu- 
tions on any jobs above a 
monthly wage of DM580 per 
month has triggered a mass of 
low-paid part-time jobs below 


that ceiling. 

Flexibility and opt-out clauses 
are also becoming more common 
in union-negotiated labour con- 
tracts in several industries, such 

as fjiPHiicalu- 

Now, several EU governments 
are seeking to increase labour- 
market flexibility further. In 
Spain, the government has man- 
aged to introduce a new form of 
labour contract that limits 
employer’s liability to heavy sev- 
erance pay. 

In Germany, some of the more 
extreme asperis of labour law 
were rolled back last year. The 
two most important changes 
were the reduction in statutory 


sick pay and the removal of dis- 
missal restrictions for small 
companies with 10 or fewer 
employees. 

The new Socialist administra- 
tion in Fiance is less concerned 
with flexibility than with job 
creation, as shown by its pledge 
to create 350,000 public sector 
jobs. 

But even the maligned French 
system is not as inflexible as is 
sometimes made out. French 
companies’ ability to lay off 
workers is strictly regulated, hut 
in practice not strictly con- 
strained. Work councils must be 
consulted under a clearly estab- 
lished procedure, but they have 


compares the Dutch labour mar- 
ket with the former co mmunis t 
states which also combined low 
official unemployment with mas- 
sive hidden unemployment 

So where does this leave the 
so-called "Dutch miracle"? In 
fairness, the notion was coined 
outside Holland. The prime min- 
ister and Dutch economists make 
the more modest claim that the 
economy has been merely been 
catching up with other EU coun- 
tries in the past 15 years after 
lagging behind in the 1970s. 

The chief reason behind the 
pick-up in growth during the last 
15 years was the depreciation in 
the real trade-weighted exchange 
rate. Hus rate, which is deflated 
by unit labour costs, depredated 
by about 10 per cent between 
1981 and 1996. The comparable 
measure for the D-Mark appreci- 
ated by 50 per cent in the same 
period. 

Looked at in this way. the 
Dutch miracle appears to be little 
more than an old-foshioned eco- 
nomic upturn caused by a 
long-term real currency deprecia- 
tion- It has nothing to do with a 
supposed increase in labour mar- 
ket flexibility. 


no right of veto. Courts can 
intervene in individual cases, 
but redundancy programmes are 
rarely blocked in practice. 

If changing regulations is all 
that Is necessary to boost 
employment, then these changes 
should ease Europe's jobs crisis. 
But the experience of Germany 
until the 1990s suggests that 
labour-market rigidities may not 
be all that there is to it- Europe's 
jobs crisis is partly the result of 
iipriining international competi- 
tiveness, which is affected by, 
among other things, exchange- 
rate policies and the spiralling 
cost of the welfare state. Chang- 
ing those will be even harder 
than changing labour regula- 
t 1 o n s . 

Wolfgang Miinchau 
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■outcome wtthiruly shocking 
consequences for comic-book 
fens - (fid the two sides finally 
reach a tentative deed. The 
banks would get S385m in cash ' 
and the proceeds from the sale of 
Paninl, a Marvel unit that makes 
stickers. A new court hearing, 
set for October 9, could finally . 
bring this saga to a close. 


No discussion 

■ Mare footrshooting at the 
European Parliament. " 
Centrepiece of this month’s 
Strasbourg session was to have 
been an emergency debate on 
privacy and the media, a rare 
opportunity fin: MEPs-to grab - 
the spotlight Special 
commemorative envelopes are - 
produced for each session and - 
the new ones bear a photo of the 
late Princess Diana, h ighl igh ting 
the debate. . 

But paUtical.grpup leaders - 
apart from the right-leaning 
European People’s Party - 
decided a “kneejeik" debate 
would be “insensitive'* and . 
cancelled it After aR, why 
would the European parliament 
want to debate something that’s 
actually topical? 


Begging bowl 

■ There's little evidence that 
last year's campaign finance 
scandals lathe U$ have reduced 


the political parties' voracious 
appetite for taking money 
wherever ‘they can get it The 
Republican Senate leadership 
bas even invited the Washington 
bureau of the Financial Times to 
contribute to party fimds. 

The later appears to assume 
that someone called “Financial . 
Times" lives at Eye Street NW ,• 
which “in recognition of your ; 

pwy^nal arfiiw f PmwitK " has 
been nominated to serve on 
something caDed a presidential 
roundtable, an extended 
opportunity to have photographs 
taken with lsading Republicans. 
Even better, "Financial Times’*- 
could take his or her spouse to a 
Senate dinner in November. All . 
fca- a mere J5j)00. ' . 

None of this, presumably. ■*. 
prejudices efforts by some 
Republicans to ban ’ r v 

contributions to political parties 
from, foreign organisations 
altogether. 


Curry in favour 

■ There’s some heavyweight ' ; 
horse trading going on at the 
European Commission as the 
British govenmient seeks :* 
compensation for the loss, 
following retirement, of David • 
Williamson, its most senior 
official in Brussels. 

Tony Blair's administration ; 
■reckons WIlliamBan’a post as 
secreta ry-general is worth two 
dfrectorgeneralships and has its 


eye on the environment 
directorate - where the 
flmwini fi y l ffVhaii Wkfe 
‘pbhcymrfdng powers - and the 
.. development directorate. 

■ : JfcnCurry. current director 
general dttite taxation and 
customs section of the 
Commission* and much in 
favour with' New Labour, looks 
destined for die plum 
egvironmentpoet~ w faiIe Philip 
Lowei ’Nefl Kumock’s chef de 
cabinet, should land 
development . ' . 

' The only bitch is that the EU*s 
southern states believe that two 
’ new^diiecfor generalships for 
.Britain over-rewards the north: 

•- especially Os ft was the Dutch 
'Carlo TTOjan who landed the 

'secretary -general post after 

WBHamson left.. 


Hash p oint 

■ The peace of a stuffy Geneva 
' suburb has been shattered: by a 
bankfe automatic cashpoint. The 
goodpepple of Bernex have 
petitioned for the dosh dispenser 
to be taken away before the 
racket drives them all to 
, distraction. 

Apparently people who don’t 
even live in the place - some of 
flute on their way to a nightclub 
m France - have been using it 
Maying your firing from 
banking; is cob tiling: living with 
the consequences is another 
matttir altogether. 


100 years ago 

Failure Of Russian Crops 
St Petersburg, 16th Sept The 
latest crop estimates indicate 
that seventeen of the Russian 
provinces will be affected by 
this year’s bad harvest 
white, it is fea r e d , win make 
itself felt even next year ' 
inasm uch as the drought 
which destroyed the standing 
crqps tbis summer has 
prevented the sowing 'of 
winter corn over a large area 
of the Empire, especially In 
the seventeen provinces 
mentioned. In official 
as well as among, the general 
public, some consolation Is 
found in the enormous 
reserve stocks of grain which 
Russia h as accumulated, and 
which might be sent to 

distressed districts to save the 
poor from starving. 

SO years ago 

Australia’s Dollar Problem 
Sydney, 17th Sept- The 
analysis of the position 
regarding the adverse effect of 
the UB. tariff on wool Imports 
from Australia is generally ■ 
approved in official circles 
hfre. American purchases of 
wool are seen as the chief 
hope of solving Australia's 
dollar problem, hence the 
concern at the American 
buying halt -on the Higher 
prices obtained The official 
view is definitely against 
diverting food from needy 
Britain to obtain more dollara. 
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Japan rejects import 
boost as surplus soars 


By Rad Abrahams and Gfflian 
Tett in Tokyo and Gerard 
Baker in Washington 

Yasuo Matsushita, governor of 
the Bank of Japan, yesterday 
rejected calls for a loosening of 
fiscal policy in spite of a dou- 
bling in Japan’s politically 
sensitive trade surplus last 
month. 

The increase - -which was 
above expectations - will 
make next weekend’s meeting 
of G7 finance ministers partic- 
ularly uncomfortable for Japa- 
nese officials. 

The country's trading part- 
ners are expected to clamour 
for Japan to introduce mea- 
sures to stimulate the econ- 
omy and boost imports, reduc- 
ing the trade imhalam-a. 

Robert Rubin, US Treasury 
Secretary, said in Washington 
yesterday that he would raise 
the subject of the Japanese 
economy at the G7 meeting 
but declined to elaborate on 


Mine treaty 


Continued from Page 1 

however, could hamper 
attempts to persuade other 
large military powers such as 
Russia, China and India to 
sign file treaty. 

Mr Clinton only agreed last 
month to join the so-called 
Ottawa Process, a diplomatic 
effort by Canada to secure a 
total ban on landmines. 

Yesterday he tried to avert 
criticism of his decision by 
announcing plans to develop 
alternative weapons to replace 
anti-personnel mines and to 
Increase funding for mine 
removal operations by 25 per 
cent. 


Beef data 


Continued from Page 1 

proposals in detail, but no mat- 
ter what, we are determined to 
get the ban on British beef 
lifted.” 

The export ban was imposed 
after the UK government 
announced in Marrh last year 
that there could be a link 
between BSE and the new 
variant of Creutzfeldt Jakob 
disease, the deadly human con- 
dition. In 1996. the last fall 
year before the ban, the UK 
exported £520m ($827m) worth 
of beef, al which 5M57m went 
to EU countries. 


recent remarks by US officials 
suggesting the administration 
was unhappy with Japanese 
efforts at stimulating domestic 
demand. 

The White House is under 
increasing pressure from its 
exporters to force the Japanese 
government to open up its 
economy further. 

Japan's surplus expanded 
U3 per cent year on year to 
Y742bn ($6.2bn), the fifth 
month in a row it has risen. 

The strong performance of 
exports, up 14.4 per cent, was 
In contrast to the weakness of 
imports, which rose just 3.4 
per cent - a reflection of poor 
domestic demand. 

Exports have been boosted 
by the recent weakness of the 
yen against the dollar. In 
August the yen was quoted at 
an average of Y117 to the dol- 
lar. compared with Y107 a year 
ago. 

The trade surplus with the 
US increased 59.8 per cent to 


YSBObn; that with Europe 96 
per cent to Yl50bn; and that 
with Asia 27bn to Y520bn. 

But an early indication of 
the impact of the recent south- 
east Asian currency crisis was 
reflected in an IS per cent drop 
in exports to Thailand. 

Analysts suggested that the 
US may prove more relaxed 
about the surplus than it was 
in the late 1980s. 

“The US will hardly be 
pleased, but if it starts table- 
thumping, the yen is likely to 
strengthen, kicking away the 
last remaining support for 
Japan's economy,” said Rich- 
ard Jerram, chief economist at 
ING Barings in Tokyo. 

The lack of Inflationary pres- 
sure in the economy helped 
the yield on Japan's bench- 
mark bond, which expires in 
2005, to drop to yet another 
record low of 1.940 per cent 

The Nikkei 225 average fell 
268 points to 17,683, down 1.6 
per cent 


Clinton rejects 
tobacco deal 


By Mark Suzman in 
Washington and Richard 
Tomkins in New York 

President Bill Clinton 
yesterday rejected the pro- 
posed $368.5bn national 
tobacco settlement, insisting 
on much tougher penalties and 
restrictions on the industry - 
particularly on the sensitive 
issue of under-age smoking. 

Mr Clinton's decision ended 
hopes that the agreement to 
settle outstanding smoking- 
related lawsuits between 
states and the tobacco indus- 
try. while providing immunit y 
from future prosecution, would 
become law. The deal was 
announced in June by tobacco 
companies and state attomeys- 
general. 

But the president empha- 
sised he was prepared to con- 
sider a substantially modified 
deal; “We're not rejecting their 
agreement, we're building on 
ft We're trying to do the best 
thing for the country that is 
consistent with the agreement 
they made.” 

In a joint statement, four 
tobacco companies - Philip 
Morris, R.J. Reynolds, Loril- 
lard and the United States 
Tobacco Company - welcomed 
Mr Clinton's commitment to a 


deal but challenged his 
proposals. “We agree that 
there ought to be a concerted 
national effort to lower the use 
of tobacco products by 
minors," they said. “We do not 
agree that the industry should 
be held solely accountable for 
social behaviour neither it nor 
the government can control.” 

Stock prices remained 
largely unmoved by the 
announcement, which had 
been anticipated by the mar- 
ket. In early trading. Philip 
Morris was down £ at $42 and 
RJR Nabisco was up % at $33. 

Speaking at a press confer- 
ence, Mr Clinton said the exist- 
ing deal, which calls for pen- 
alty payments of up to $2bn a 
year if companies fail to cut 
under-age smoking, was too 
lenient Instead, he suggested 
prices should rise by up to 
$1.50 a pack over a 10-year 
period - more than doubling 
the cost of the overall settle- 
ment - if targets were not met 

“These penalties should be 
non-tax deductible, uncapped 
and escalating to give the 
tobacco industry the strongest 
possible incentive to stop tar- 
geting children as new custom- 
ers," he said. 


See Lex 


Daewoo in Ukraine joint venture 


Continued, from Page 1 

deal with the Daewoo-AvtoZaz 
venture to build 25,000 vehicles 
a year of an unspecified type, 
probably the Opel Vectra, at 
Zaporozhye. 

The latest deal will boost 
capacity for Daewoo’s new 


generation Lanos, Nubira and 
Leganza models outside Korea. 
The three cars are essential to 
Daewoo's strategy to modern- 
ise and expand its range. 

The venture, which is expec- 
ted to raise capacity to 255,000 
cars a year in seven years, is 
scheduled to build 80,000 


updated Tavrias and 150,000 
new Daewoos a year. The bal- 
ance will comprise GM cars. 

Daewoo is believed to have 
gained the edge over GM in 
negotiations by promising to 
invest in a range of manufac- 
turing industries in the 
investment-starved country. 


IMF Thai 
rescue 
slow to 
restore 
confidence 


By Robert Chote 
in Hong Kong and 
Ted Bardacke fen Bangkok 

The International Monetary 
Fond conceded yesterday that 
its recent rescue package for 
Thailand had not restored 
ftnanrtai market mpfidpnc* ? as 
quickly as it bad hoped. 

Michael Mussa, IMF chief 
economist, said the financial 
market reaction was “over- 
done", as it had been in 
response to Mexico’s problems 
In 1995. But he predicted that 
Thailand would suffer a pain- 
ful economic slowdown. 

In its latest World Economic 
Outlook, published yesterday, 
the IMF downgraded its fore- 
cast for economic growth in 
Thailand this year to 2J5 per 
cent, down about 4 percentage 
points from the rate it pre- 
dicted in May. This is slightly 
more optimistic than the view 
of other forecasters. 

Growth is expected to 
rebound only a little to 3£ per 
cent next year compared wtth 
a typical increase in potential 
output of 6 to 7 per cent a year. 
This implies Thailand will lose 
about 8 par cent of a year’s 
national output, spread over 
the next two years. 

“This is certainly going to 
feel like a recession,” Mr 
Mussa said but added: “There 
should be confidence Thailand 
will gradually return to its 
characteristically strong eco- 
nomic performance.” 

July's devaluation of the 
Thai baht prompted attacks on 
other currencies in south-east 
Asia. But the IMF said the eco- 
nomic f nwflaTOPOTtais <n Indon- 
esia. Malaysia and the Philip- 
pines were generally stranger 
than they had been in Thai- 
land at the tiwip- of the crisis. 

Growth this year is still 
expected to come in at 7.5 per 
cent for Malaysia, 7 per cent 
for Indonesia and 5 J per cent 
for the Philippines - implying 
smaller down w ard revisions of 
between 0^ and L5 percentage 
points since May. 

Asia is expected to remain 
the fastest-growing region in 
the world economy. Output 
growth will slow from &2 per 
cent in 1996 to 7£ per emit tills 
year, but this still co mfo rtably 
exceeds the region's average 
performance in the 1980s and 
early 1990s. 

Chavalit Yongchaiyudh, the 
Thai prime minister, next 
week faces a no-confidence 
motion, and there is also a cru- 
cial vote on a new constitu- 
tion. Meanwhile, the govern- 
ment is seeking an extra $ibn 
from the Asian Development 
Bank. This would lift the size 
of the country’s international 
rescue package to $18JZbn. 

Continued on Page 14 
Financial reforms. Page 4 
Thai finance. Page 6 

Editorial Comment, Page 13 


THE t.fx column 

Lighting up 


Rumours of the national tobacco 
settlement’s death have been 
greatly exaggerated. Judging by 
yesterday’s empty signals from the 
White House, a deal is still on. 
Granted, President Bill Clinton is 
demanding extra concessions, so 
the final outcome will cot be as 
favourable for the Industry as 
June’s original $368bn proposal. But 
Big Tobacco stands to benefit even 
from a revised settlement. 

Mr Clinton's call for greater 
financial penalties if tobacco com- 
panies fail to reduce teenage smok- 
ing sounds harsh. But even a price 
increase of $L50 a pack, rather than 
the 65 cents discussed in June, 
would leave US cigarette prices low 
by international standards. And 
while such a steep jump might 
reduce volumes by 20 per cent, it 
would be phased In over a 'decade. 
Beefing up the Food and Drug 
Administration’s powers to regulate 
nicotine is also worrying for the 
industry. But the FDA is most 
unlikely to call for an outright ban, 
not least for fear oif creating a huge 
market in contraband cigarettes. 

On balance, concessions seem 
worth makin g to attain immunity 
from future prosecution. Such cer- 
tainty would remove the sector’s 
huge litigation risk discount, allow- 
ing investors to make a fairly scien- 
tific valuation of US tobacco profits, 
for which they are currently giving 
little, if any, credit Take Britain’s 
BAT Industries, for example. 
Assuming a 20 per cent drop In its 
US profits and putting tbwm on the 
group's current rating suggests its 
US arm could be worth more than 
$3bn, potentially ariHing a fifth to 
the share price. 

Derivatives 

Should the T-nnrinn International 
Futures and Options Exchange 
(LifFe) quake because its F rankf ort 
and Paris rivals are joining forces? 
Yesterday's link-up is a clear 
attempt by the continental 
exchanges to establish dominance 
in der iv atives of earo-dennminated 
instruments once the new European 
currency is launched. But scratch a 
little and the combination does not 
; look quite so impressive. The 
French exchanges are not actually 
merging with the German-Swiss 
Eurex exchange - merely co-operat- 
ing. 

This halfway house, which 
reflects Gallic sensitivities about 
being swallowed tty, will probably 
blunt the new alliance's competitive 
edge. Not only will new euro prod- 
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ucts be split on the basis of “parity” 
- in other words, one for Paris and 
on e for Frankfurt - but the need to 
support two electronic platforms 
will add to costs. 

That said, Liffe cannot rest on its 
laurels. Even if the continentals are 
not as competitive as they could be. 
their electronic systems are much 
cheaper t h an Litre's open outcry - 
London’s trading system may be 
better at executing large trades rap- 
idly in volatile markets. But that 
hag not stopped the Germans win- 
ning half the market in 10-year 
bund future contracts, a product 
previously d omina ted by Liffe. With 
bund futures likely to prove the 
forerunner to euro-bond futures. 
that js worrying. Not surprisingly, 
Liffe has been hitting back by 
lengthening trading hours and 
matching F rankf urt’s fee holidays. 
At least the oampetttiou is benefit- 
ing customers. 


Haw come BG, supposedly an its 
knees after a regulatory savaging, 
can cheerfully spew £l3hn out to 
shareholders? It is not much of a 
mystery; BG is just following the 
regulator's script. Part of her attack 
was that BG*s cost of capital could 
be cut through precisely such an 
equity-for-debt swap. Indeed, the 
real question is whether BG is 
going far enough- After the buy- 
bad: it will still have just £5bn of 
net debt - hardly a strain for a 


With a decent ch a n ce that ACT will 
soon he abolished, it makes sense to 
wait before handing out a further 
dollop. 

If anything, invest cars should be 
more interested in yesterday’s news 
tha t, just 5 per cent of BG's explora- 
tion and production (E&P) assets 
are to be sold. Why? Because it 
means BG’s new chief executive has 
concluded there is no oddity in com- 
bining the regulated side with a 
bundle of very different E&P and 
international downstream assets. 
The resulting conglomerate would 
horrify a purist Nevertheless, the 
compelling argument for a break-up 
- the shares' big discount - has 
been exploded by their 40 per cent 
outperformance since the demerger. 
With the discount gone and the 
E&p division’s new management 
working to demanding targets. BG 
deserves the benefit of the doubt. 

Next 

Do not allow Next’s long-term j 
prospects to be obscured by an I 
erratic six-week trading statement 
Admittedly the headline like-for- 
lxke growth figure of only 2 per cent 
is alarming for a company of Next’s 
pedigree. But the period was excep- 
tional: August is always a slow 
month - a feet underlined by offi- 
cial figures showing a 1.6 per cent 
decline in month-on-month clothing 
volumes - while the period also 
included the week after the death of 
Diana, Princess of Wales. In that 
week, Next experienced no sales 
growth in its stores compared with 
a year previously: yet in the six 
months to end July, sales grew 19 
per cent 

It may be that the fizzy growth of 
recent years is slowing slightly. But 
the company still has ample capac- 
ity to produce premium earnings 
growth: market share is a lowly 3 
per cent, retail space will continue 
to grow at 63 per cent a year, and, 
since this will be higher-quality 
space, trading densities will proba- 
bly improve further. The home 
shopping business, meanwhile, 
r emains admirably placed to benefit 
from growing numbers of time-con- 
strained shoppers. 

What makes all this possible, of 
course, is the power of the Next 
brand. This has acquired sufficient 


business with regulatory assets of credibility that it can be pushed 


£i2bn. Yet there is something to be 
said for dribbling cash out in 
stages. Far one thing , BG could not 
pay out much more without run- 
ning up an unnecessary surplus 
advance corporation tax (ACH MIL 


into profitable new areas such as 
sunglasses, watches and bodycare. 
With this sort of momentum, allied 
to an impressively consistent 
record, a 20 per cent premium rat- 
ing over the market looks justified. 


GALLIARD HOMES 




Europe today 

Fronts sweeping eastwards across 
northern Europe will bring blustery 
showers or lengthier spoils of rain. 
Scandinavia and the Baltic states 
will have some heavy outbreaks of 
rain, with thunderstorms likely, 
especially in southern Finland. 
Across the mountains of Norway 
and northern Sweden, the showers 
will turn to snow. Northern Germany 
and the Benelux will have some 
showers. The bulk of western and 
central Europe will stay dry with 
some sunshine, but Ireland and the 
western UK will be cloudy wtth a 
Me rain. The Mediterranean 
between the Balearics and Sicily will 
have thundery outbreaks later. 

Five-day forecast 

Scandinavia wfll stay showery and 
cold, with steadier rain early on 
Saturday, and the mountains win 
have snow. Rain will push across the 
Baltic States, where thunderstorms 
are possible, and into Russia, with 
blustery showers following. Eastern 
Europe wiB have some showers, but 
It will stay settled and mostly dry 
elsewhere. 
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Situation at midday. Temperatures maximum for day. Pdracaata by PA MtaaflterGarr&B 


tar 22 
doudy IS 
fair 20 
rtaucJy 17 
shower 26 
thunder 10 
fair 32 
fair 22 
fair 21 
shower 14 
sun 31 
fak 33 


Cardiff 

Casawanca 

Chicago 

Cologne 

Dakar 

Dallas 

Delhi 

Dubai 

DubAn 

DubrovnSc 

Edinburgh 

faro 


sun 20 
fair 27 
fair 26 
fair 22 
thunder 32 
fair 33 
sun 31 
sun 39 
ctoudy 17 
fair 24 
shower 15 
far 27 


Frankfurt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 


fair 24 

sun 25 
cloudy 25 
doudy 15 
fair 15 
thunder 12 


Hong Kong Shower 30 
Honolulu fat 32 

Istanbul shower 20 


Johannesburg fair 19 


We can t change the weather. But we can 
always take you where you want to go. 


Karachi 
Kuwait 
L Angeles 
Las Palmas 

Lima 

Usoon 

London 

Lux-bourg 

Lyon 

Madeira 


fair 33 
sun 41 
Mr 25 
sun 27 
far 23 
sun 30 
dowdy 23 
Mr 21 
sun 26 
fair 28 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

Milan 

Montreal 

Moscow 

Munich 

Nairobi 


New York 
Nice 


fair 28 
thunder 26 

fair 28 

doudy 18 

thunder 32 
far 18 
thunder 26 
thunder 33 
sun 2d 
fair 23 
doudy 15 
fair 22 
thunder 24 
fair 26 
fair 32 
sim 26 
sun 25 
sun 30 
doudy 13 
SUi 24 
Mr 20 
fak-21 


Rangoon 

Royf^avBc 

Rio 

Rome 

S-Firsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Woffington 

Winnipeg 

Zurich 




thunder 30 
fair 6 
shoror 25 
fair 27 
fafcr 21 
fair 24 
fair 32 
shower 12 
sun 23 
shower 18 
fair 28 
sun 30 
tain 28 
fair 25 
few IB 
sun 23 
fair 22 
Mr 19 
sun 28 
dnwerll 
shew 19 

SWT 21 
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Pechiney revives 
its idle capacity 

^ >ec fa ^ ng y. the French aluminium and packaging 
group, expects to restart all 125,000 tonnes a 
year of its idled aluminium production capacity 
- the equivalent of a medium-sized gmaltor - by 
the end of next year. Page 24 

WO chairman’s faltti heating 

Lord Sterling of Plais- 
tow, left, likes assets he 
can see; ships, ports, 
shopping centres and 
office blocks. As these 
can tie up capital with- 
out producing satisfac- 
tory returns, he has not 
endeared himself to 
some shareholders of 
the Peninsular &’ Orien- 
tal Steam Navigation 
Company, the conglom- 
erate he chairs. He hag unleashed a series of dis- 
posals and joint ventures designed to rekindle 
faith among the i«sem?h*n»pd Page 20 

Jiang message shifts spotlight 

President Jiang Zemin’s address to China’s 
Communist party congress last week was Jong, 
formal and low on apparent drama. But his mes- 
sage of economic reform, and the pl*dg» to 
revive state-owned industries tantalised inves- 
tors in Hong Kong and shifted the spotlight cm 
to mainland-linked shares. Page 34 

Market surge In Mexico 

The stock market in Mexico City surged yester- 
day, with local blue chips following New York’s 
- 147-point rise on Tuesday. Investor sentiment 
received a further boost as Mexican industrial 
production for July expanded by almost 10 per 
cent Page 34 . 
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Technology breakthrough set to boost performance of electronic products Inquiry into 
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Intel doubles chips’ data storage purchase of 

By Lou is a Kehoo ogy — a 64-megabit “Dash’’ presence or absence of charge the long-standing axiom bv world leader in memory ICB shares 


By Louisa Kehoe 
i m San Francisco 

1 Intel, the world’s leading 
semiconductor manufacturer, 
has achieved a technology 
breakthrough ♦he* doubles the 
data storage capacity of car- 
tain memory chips. 

This will boost the perfor- 
mance of the generation 
of personal computers and lead 
to advances in other consumer 
electronic products, such as 
di g i ta l cameras that use ^ipe 
instead of film, video games 
and "smart” telephones. 

Yesterday the company 
introduced the first product to 
make use of the new technol- 

UK gas 
utility set 
to buy back 
$2.1bn of 
shares 

By Virginia Marsh 

BG, the UK gas utility, 
yesterday announced a widely 
expected share buy-back, 
slashed its dividend and wrote 
down the assets of its main 
business by nearly £5bn ($8hn). 

Announcing its first interim 
results since the British Gas 
demerger, BG said it would 
spend £1.3bn to buy back 
about 11 per cent of its shares 
later this year. 

it cut the interim dividend 
from 6.4p to 4p and said the 
total payout this year, follow- 
ing the share consolidation, 
was likely to' be Qp, down from 
lL5p. 

The shares fell 10p, 3.7 per 
cent, to 2S8Vxp, partly on disap- 
pointment at the size of the 
dividend cut 

David Varney, chief execu- 
tive, said Tie moves would 
roughly halve the cost to the 
company of servicing its 
equity capital and meant the 
dividend was now "sustain- 
able”. They had been 
prompted by the recent review 
of the Monopolies and Mergers 
Commission, foe UK’s competi- 
tion agency. Among other 
things, foe review will lead to 
an avenge 13 per cent cut in 
charges made by Transco, 
BG’s gas pipeline business, 
from next month. 

"Our fundamental problem 
is the drop in revenues and we 
know we will face more cuts in 
the future.” Mr Varney said. 

BG wrote down some £45 bn 
of assets at Transco following 
foe MMC decision to allow a 7 
per cent return on an asset 
base of just £tL6bm BG had 
valued these fixed assets at 
£l?bn, an amount which 
reflects replacement costs. Fol- 
lowing the share buy-back, 
gearing will rise above 100 per 
cent from about 67 per cent at 
mid-year. 

Mr Varney rebuffed sugges- 
tions that BG’s windfall levy of 
£514m, imposed in the UK gov- 
ernment's budget, might sow 
be considered lenient, given 
the scale of foe buy-back. 

“If cutting foe dividend is 
seen as being nice to share- 
holders, then masochism has 
overtaken the stock market.” 
he said. 

- The windfall tax charge of 
£5I4m pushed foe company to 
a j pgs jn foe six months 
to June 30. Turnover edged up 
£90m to £2.35bn, held back 
partly by an adverse weather 
impart of around giAflm 
Operating profits were up 
strongly at £820m (£580m). 
However, Philip Hampton, 
finance director, cautioned 
that the Interim figures had 
been flattered by the old price 
formula, which is about to be 
changed. On an annualised 
basis, the price cuts will 
reduce Transco’s revenues by 
about £4D0m. 

The exploration and produc- 
tion (E&P) division contrib- 
uted operating pro fi t s of £S7m 
(£26m loss), while profits at 
Transco were £786m (£642m}. 

Mr Varney emphasised the 
growing importance of E&P 
and denied BG was consider- 
ing spinning it off in a second 
demerger. 

E&P aimed to increase daily 
production from 150,000 barrels 
of ofi equivalent to 400400 over 
the next five years. 

The largest element in the 
growth strategy was foe giant 
gas venture in 
Kazakhstan, where success 
would give BG access to equity 
reserves of lbn barrels of ofl 
equivalent 

Fjiming B per share were Up, 
before foe windfall tax, or a 
loss of 06P including the levy. 


ogy - a 64-megabit “Dash” 
memory chip, with four times 
the capacity of today's flash 
memory chips. These chips are 
widely used to store critical 
data in personal computers, 
cellular telephones and hand- 
held computers. Unlike most 
memory chips, flash chips 
retain data if the power is 
turned off and can also be 
updated with new information. 

The new StrataFtasb chip is 
the first to store two pieces of 
information, or "bits”, in a sin- 
gle memory ceDL 

The breakthrough involves 
sensing the quantity of charge 
stored in a memory cell rather 
than simply determining the 


presence or absence of charge 
in a cell. By carefully gauging 
the quantity of the charge, 
Intel has been able to sub- 
divide the cell to hold two bits 
of data. 

"Two bits in the space of one 
starts a new direction in mem- 
ory technology,” said Gordon 
Moore, Intel co-founder and 
chairman emeritus. Until now, 
advances in chip technology 
have followed “Moore’s law”, 
penned by Mr Moore 30 years 
ago, which said the power and 
complexity of semiconductor 
chips would double every 18 
months. 

Intel said the new memory 
technology would break with 


foe long-standing axiom by 
Immediately doubling the stor- 
age capacity of memory chips. 

The technology might even- 
tually have broader applica- 
tions in other types of memory 
chips, said Greg Apwood. 
inventor of foe technology and 
one of Intel’s top researchers. 
“This wjU lead to lower cost 
and new applications,” he said. 

Digital cameras, for exam- 
ple. will be able to take more 
and better pictures. Hand-held 
computers will get smaller and 
smarter. 

Intel, best known for its 
microprocessor chips used in 
about 85 per cent of all per- 
sonal computers, is also the 


world leader in flash memory 
chips with a 33 per cent share 
of the market, according to 
Dataquest, the market 
research group. Last year, 
Intel recorded revenues from 
flash memory of nearly $lbn. 

The StrataFlash chip could 
enable Intel to become more 
rtnfflinnnt in the flash memory 
market, analysts said. Compet- 
itors such as Sandisk, of the 
US, are taking a similar 
approach but their chips 
require additional circuitry 
while Intel’s chips can simply 
be used by manufacturers to 
enhance the performance of 
computers without a need for 
a redesign. 


T okyo Exchange to relax rules 

Listing criteria eased and hours extended in move to revitalise market 


By Gwen Robinson to Tokyo 

The Tokyo Stock Exchange is 
to relax listing criteria for for- 
eign companies and extend 
trading hours, as part of a 
campaign to revitalise the 
stock market and boost trad- 
ing volumes. 

The move cnincideg with the 
government’s "big bang” 
reform programme, which has 
already generated foreign 
interest and fuelled competi- 
tion in foe securities industry. 

However, the decision to 
encourage foreign companies 
to list in Tokyo is as much ’a 
response to the steady exodus 
from the TSE’s foreign section 
which began in late 1991. 

From its peak of 127 in 
December that year, the num- 
ber of for eign companies listed 
on the TSE fell to the current 
level of 64, and at least four 
more companies have 
announced plans to withdraw 
by the end of the year. 

The most common complaint 
among withdrawing foreign 
companies has been the high 
costs of maintaining a listing 
compared with trading vol- 
ume, which has plunged since 
late 1989. 

Under the new listing crite- 
ria, companies will only be 
required to have Ylbn ($8-4m) 
In shareholders’ equity, one- 
tenth of foe sum currently 
required. 

Meanwhile, exchange offi- 
cials said that the annual prof- 
its companies are required to 
meet will be lowered to at least 
Y200m annually in each of the 
three years preceding listing, 
down from a minimum of 
Y2bn annually. The TSE hopes 
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New rules are aimed at encouraging foreign companies to list on the Tokyo Stock Exchange 


the lower costs will draw inter- 
est not only from US and Euro- 
pean companies, but also from 
China and other emerging 
Asian economies. 

Among other measures, foe 
TSE will allow large-lot cross 
trades and basket-style trading 
to take place off the floor out- 
side the market’s regular trad- 
ing hours - currently &30am 
to llam and ULSOpm to 3pm - 
from mid-November. To meet 
the expected rise in trading 


volumes, the TSE will also lift 
restrictions on electronic trad- 
ing systems which link mem- 
ber brokers with their custom- 
ers. 

Member brokers are cur- 
rently allowed a limited num- 
ber of terminals, farcing them 
to do much Of their business 
over foe telephone. 

The move to liberalise elec- 
tronic trading will streamline 
the order-placement and settle- 
ment process, TSE officials 


said. The plan follows the gov- 
ernment’s decision to abolish 
fixed commissions on stock 
transactions in two phases 
from next year. Under foe cur- 
rent system, brokers are 
required to charge fixed com- 
missions on stock transactions 
and the TSE must regulate 
their electronic ordering and 
settlement systems. The aboli- 
tion of commissions will dear 
the way for unlimited off-floor 
trading. 


By Tim Burt In Stockholm 

The Sto ckh olm stock exchange 
launched an inquiry yesterday 
into alleged dealing irregulari- 
ties involving the shares of 
ICB Shipping, the tanker oper- 
ator at the centre of a 
SKr3.12bn ($2.I0bn) hostile 
bid by Frontline, its Bermuda- 
based rival. 

Stock exchange officials said 
they were investigating claims 
that Frontline had built up a 
21.6 per cent stake in ICB by 
paying investors a better price 
than proposed in its mixed 
cash and share offer. 

If Frontline was shown to 
have acquired ICB shares in 
the market or from institu- 
tions at a premium to its own 
offer, it might have to 
increase its 3-for-l paper offer 
and SKriis cash alternative. 

Frontline is the Oslo-quoted 
vehicle of John Fredriksen, 
the Norwegian shipping entre- 
preneur. Its cash and share 
bid currently valnes ICB at 
SKrlll.67 a share, hot the 
stock has been traded at up to 
Skrll5 since Frontline 
launched its hostile bid on 
September 1. 

Hans Edenhannar, head of 
information surveillance at 
the stock exchange, said: 
“Swedish takeover roles for- 
bid a company paying a price 
above the bid. unless they are 
prepared to increase the offer 
for all investors.” 

The inquiry follows a com- 
plaint by SBC Warburg, ICB’s 
adviser. 

Frontline, which hopes to 
become one of the world’s 
largest tanker operators by 
swallowing ICB, said it had 
not been notified of any 
inqniry by the Stockholm 
authorities. 

Moreover, the company 
specifically denied that it 
acquired any shares above its 
cash alternative price of 
SKrll5. 

It also questioned whether 
such transactions constituted 
any breach of Swedish stock 
exchange rules. 

Even if the exchange finds 
wrongdoing, it would have no 
jurisdiction over a company 
based in Bermuda and quoted 
in Norway. 

However, Mr Edenhannar 
said foe Stockholm exchange 
would ask its Oslo counterpart 
to take action if Frontline had 
broken dealing rules. 

Shares In Frontline yester- 
day rose NKrO.10 to NKr85.10. 
while ICB’s most commonly 
traded B shares were 
unchanged at SKrll2. 


Brazil sets price 
of electricity stake 
sell-off at $1.9bn 


By Jonathan Wheatley 
In Sao Paulo 

The pace of South American 
electricity privatisation accel- 
erated further yesterday with 
the annnii n n ement of a mini , 
mum price of R$2.ibn ($L9bn) 
for the sale on November 5 of a 
majority stake in the distribu- 
tion company serving the Sao 
Paulo state in Brazil. 

The sale of Companhia 
Paulista de Forqa e Luz is part 
of Brazil's ambitious electric- 
ity industry sell-off pro- 
gramme, which is estimated to 
raise about R$45hn from foe 
privatisation of federal and 
state assets by the end of foe 
century. 

The takeover is expected to 
provide further evidence of the 
growing interest of foreign 
power companies in Latin 
America. 

Earlier this week, Endesa, 
the Spanish power group, 
linked with Enersis, the 
Chilean-based holding com- 
pany, to take stakes in Colom- 
bia’s two main electricity com- 
panies in an operation 
involving investments total- 
ling $2.lBbm Endesa had just 
secured management control 
of Enasis, in a $L5bn move to 
acquire 26 per cent of foe Chil- 
ean group. 

Endesa is expected to be 
among the foreign power 
organisations set to bid for 
CPFL. Others will include AES 
and Florida Power, both of the 
US, and UK-based National 
Power. 

Four Brazilian distributors 
have been sold so for, to con- 
sortia including Iberdrola of 
Spain, Chflectra of Chile, Elec- 
tri ciifi de R anee and AES 
Houston Power of the US. 


The sell-off will be followed 
by the sale of Eletxopaulo, the 
distributor serving foe city of 
Sao Paulo, and CESP, a power 
generator. The three compa- 
nies are expected to raise a 
total of about R$i0bn. 

The state will sell 67.6 per 
cent of voting stock in CPFL, 
equal to 4&2 per cent of total 
capital. 

The minimum price puts a 
value on the distributor of 
B$4.Sbn. This is somewhat 
more than the R$3.5bn 
suggested by its share price of 
r$ 185.5 per thousand shares - 
when trading was suspended 
after rumours of a price 
announcement - but in line 
with analysts' expectations. 

The shares were trading at 
RS196 per thousand by mid ses- 
sion yesterday following foe 

annnroirwnpn t , 

Analysts expect the sale , 
price to exceed the minimum 
by about 25 per cent. Alex- 
andre Fernandes, an electrical 
utilities analyst at Bozano, I 
Simons en, a Rio de Janeiro I 
investment bank, said CPFL , 
was less likely than other dis- 
tributors to lose business, 
following foe planned intro- 
duction of competition in the 
distribution Industry after pri- 
vatisation. 

The com pany that acquires 
control of CPFL will also be 
able to take advantage of 
"existing infrastructure to 
expand its business Into gas 
and telecommunications”, 
a dded M r Fernandes. 

CPFL’s distribution area will 
be crossed by a proposed pipe- 
line bringing natural gas from 
Bolivia to south-eastern Brazil, 
and is seen as an attractive 
market for Brazil’s growing 
cable TV industry. 


In the newly emerging markets 

of the late 20th century, the 

best opportunities are those 

which are often unlooked for and 

unexpected. 

It is arguable that the best players in these 
markets are those which have the speed, 

the agility 

and, mast important, the intuition to identify and 

seize the moment which is 

lost if one hesitates. 
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Fleet Financial in $1.6bn brokerage buy 


By Tracy Corrigan 

In New York 

fleet Financial Group, 
America's llth-largest bank, 
has agreed to buy Quick & 
Reddy Group, the country's 
third -largest discount bro- 
kerage, for $1.6tm in stock. 

The brokerage group “Sts 
perfectly into Fleet’s vision 
of where we want to go", 
said Terrence Murray, Fleet 
chairman and chief execu- 
tive officer. 

"We intend to maintain 


the Quick & Reilly name and. 
position them as our pri- 
mary delivery system for 
consumer investment and 
securities products," he said. 

Fleet already has access to 
six million householders, 
and Quick & Reilly to a fur- 
ther one minion. 

Quick's six top executives 
have signed long-term con- 
tracts with Fleet. These 
include Leslie Quick, the 
chairman of the company 
who also founded it, and his 
f&ur sons. 


As well as its discount bro- 
kerage, Quick & Reilly's 
businesses include a clearing 
operation, a specialist mar- 
ketmaker on the floor of the 
New York Stock and a Nas- 
daq marhetmaker. 

Under the terms of the 
transaction, Quick & Reilly 
shareholders will receive a 
fixed-ex chang e ratio of 0.578 
shares of Fleet common 
stock for each Quick & 
Reilly share. On the basis of 
Tuesday's close, the deal val- 
ues Quick St Reilly's shares 


at $40.89 each. Following the 
announcement. Quick & 
Reilly shares fell $% to $38%. 
while Fleet's shares dropped 
SIS to 9m. 

Fleet said the transaction 
will be accounted for as a 
pooling of interests and is 
expected to be accretive 
within a year. Fleet noted 
that Quick & ReHJy's reve- 
nues have grown by 22 per 
cent annually over the tost 
five years. "More and more 
people are looking for advice 
or execution. We look at this 


as an opportunity to take in 
a faster-growing business.” 
the company said. 

Fleet's Mr Murray the 
bank would continue to look 
at other acquisitions but 
there were no immediate 
requirements. 

Yesterday’s deal is the lat- 
est in a series of acquisitions 
by Fleet in recent years, 
most notably Shawmut and 
NatWest’s'US commercial 
banking operations. It also 
recently bought Columbia 
Management Company, a 


fi na n cial services business. 

However, the bank, which 
dominates the New England 
consumer banking market 
and has been developing its 
financial services arm, has 
itself been viewed as an 
acquisition target, with 
rivals such as Chase Man- 
hattan and First Union seen 
as potential buyers. 

It may also be of interest 
to banks with franchises out- 
side the East Coast, such as 
BankAmerica or First Chi- 
cago, some analysts say. 


Nasdaq targets European 
investors with TV campaign 


By Jane Martinson, 

Investment Correspondent 

Nasdaq, the technology -dominated 

US stock market, is launching an 
assault on private investors in 
Europe with a television advertis- 
ing campaign and a new internet 
web site. 

The world’s second-largest stock 
market believes there is "pent-up 
demand” for information about 
Nasdaq's 5.600 companies and for 
their shares, especially in the UK. 

The $108m TV advertising cam- 
paign, which starts an October 5, is 
aimed at professionals and manag- 
ers in south-east England Market 
research earlier this year found 
that just 20 per cent of this group 
already owned shares. 

If successful in the UK, the cam- 
paign will be launched in continen- 
tal Europe next year. France, Ger- 
many and Switzerland will be in 
the first wave of countries tar- 
geted. and local language versions 


of the web site are under consider- 
ation. 

John Wall, Nasdaq vice-presi- 
dent. said the campaign aimed to 
provide information about US 
groups to fill the “black hole" of 
investor knowledge. "The cam- 
paign aims to educate the retail 
investors, to let them know what 
companies there are and how they 
can go ahead and trade In them." 
he said. 

The campaign also forms part of 
the exchange's push into overseas 
markets. 

Mike Brown, the former chief 
finance officer of Microsoft who 
was recently appointed chairman 
of Nasdaq, said: “We could not 
dream of nailing ourselves an inter- 
national marketplace without a 
major presence in the UK." 

Nasdaq ahna to launch a specific 
web site for UK investors in Janu- 
ary. It is discussing the develop- 
ment of a share dealing service 
over the internet with some of the 


UK's largest private client stock- 
brokers. including Nat West and 
Barclays. There are at least 15 pro- 
viders of this service in the US. 

The Nasdaq site provides Infor- 
mation about the exchange's 5.600 
companies and a direct link to 
some of them, including the 
world's largest technology groups 
such as Microsoft and Intel 

Mr Brown, who announced his 
retirement from Microsoft in July, 
said the US group was very keen to 
attract more money from private 
individuals in Europe. 

Nasdaq estimates that about 20 
per cent of the 6m users of the 
internet share service are from out- 
side the US- Its market research in 
the UK started with a limited ver- 
sion of the advertising rampa^gn 
earlier this year. 

Nasdaq launched a similar cam- 
paign in the US seven years ago, 
which it credits with a large 
pick-up in demand from retail 
investors. 



Mike Brown: keen to attract money from private individuals Brands! Cor 


Ecuador to fund pipeline with $71m bond issue 


By Justine Newsome 
in Quito 

Ecuador Is to finance the 
expansion of its state-owned, 
cross-country oil pipeline 
(SOTE) with the public issue 
of $71m of bonds specially 
structured so as not to 
increase the public debt 
The issue, to be launched 
in October or November, has 
been approved by Petroecu- 
ador. the state oil company 
which owns the pipeline. 


The state's Solidarity 
Fund, which receives its 
income from investing the 
proceeds of privatisations, 
will finance the remainder of 
the $121m project 
The bonds, known as trust 
certificates, will be issued by 
a trust set up to a dminis ter 
the increase in revenues to 
be earned by the expanded 
pipeline. 

This will form an indepen- 
dent capital base to back the 
bonds - thereby avoiding an 


increase in the public-sector 
debt 

The five-year trust certifi- 
cates, to be sold through the 
stock exchanges of Quito 
and Guayaquil, would be 
amortised six-monthly and 
bear interest at a floating 
rate likely to be about £15-9 
per cent, said Mauricio 
MorilLo. managing director 
of the state credit agency. 
Corporation Flnanclera 

National- 
ise uad ore an military and 


police pension funds, the 
state social security institute 
and two international finan- 
cial institutions had already 
expressed an interest in the 
issue. Mr Morillo Aud. 

Expansion of the SOTE's 
transport capacity from 

330.000 barrels a day to 

410.000 b/d is essential if 
Ecuador is to increase its oil 
production, which averaged 

388.000 b/d In the first six 
months of 1997. 

At present, excess produc- 


tion is transported through a 
Colombian pipeline. Private 
oil companies, which have 
exploration and production 
contracts, are unable to pro- 
duce at full capacity while 
this transport bottleneck 
remains. 

Crude oil is Ecuador's 
largest export, amounting 
to 84.4m barrels and generat- 
ing $1.5bn in revenues in 
1996. 

The 500km pipeline, which 
runs from Lago Agrio in 


eastern Ecuador to Balao on 
the north-west coast, was 
built in 1972 and has already 
been expanded In 1985 and 
1992. 

Petroecuador is in the 
process of selecting contrac- 
tors to carry out the latest 
expansion project, which 
will require the installation 
of additional pumps, storage 
facilities and looping. 

Forty-five companies have 
been prequalified as poten- 
tial contractors. 


AMER1CASNEWSDIGKT 

Owens Corning 
warns on earnings 

Shares in OwMs Coming 

cent, in early tra*uog^^W ^ for its 

that lower-than-e^ted second half 

Ing products ^ ^ said it expected to 

Owens Corning, basedm ^ snare consensus 
earn *1*1-05 a share. “£5 according to First CalL 
estimate analysis l99 7 would be 

about $3.70 to *380 a share -15 per cwuo to^cen 

below analysts' consen ^S^Sls like those 

car manufectur- 

said. Demand tor ^£S?than in 

low because there were fewer ^torms 
previous years, the company said. af w- 

■ BANKING 

SE-Banken to pay $5m penalty 

Skandinaviska Enskilda Banken. of Sweden, has apeedto 
pay a d ri£l penalty of $5m to the Federal Res^re^k ti 
New York and the New York State Banking Department, 
after internal transactions were nUsreported. 

The Swedish bank's New York office said that certam 
internal transactions between 1991 and 1994 had the effect 
ofdefening income in the New York operation and 
resulted in inaccurate reports to regulators up until mid- 

“ite bank added that it had not incur red l«a es. no cue- 
tamers were involved and no employee benefited from the 
transactions. The bank said it informed the appropriate 
regulatory authorities in September 1996, and began a 

review in October. . , 

The bank's New York operation Is active m capital mar- 
kets, asset management, commercial banking and “vest- 
ment banking. Tnuy Corngan. New lor* 

■ PAPER AND PULP 


Bowater plans $180m investment 

Bo water said it planned to invest about $180m over the 
next two years to modernise its Calhoun, Tennessee, 
newsprint production plant The modernisation involves 
expansion of the thermomechanical pulp facility and 
conversion of an idle recovery boiler. Bowater said in a 
statement „ 

“This expansion provides an opportunity to realise sig- 
nificant operating cost reductions.” Arnold Nemirow, 
riitef executive, said. “As a result this mill will become 
more competitive and positioned as a solid low-cost 
producer of newsprint” 

Reuters, Greenville, South Carolina 

U PERSONAL COMPUTERS 


CompUSA reveals new lines 

CompUSA yesterday unveiled its lines of build-to-order 
d es ktop personal computers, a move that will pit the 
retailer against giant PC makers Dell Computer and Gate- 
way 2000. CompUSA will offer a high-end American Pro 
line and a less expensive American line. 

The PCs will all feature Intel Pentium chips, with pro- 
cessor speeds ran g in g from 150 MHz to 300MHz. as well as 
Microsoft's Windows software. Reuters. Dallas 


GOVERNMENT OF SINDH, PAKISTAN 
KARACHI WATER AND SEWERAGE BOARD 

PREQUALIFICATION NOTICE TO POTENTIAL BIDDERS 
FOR PRIVATE SECTOR PARTICIPATION (PSP) 

The Government of Sindh (GoS) with assistance from the World Bank, Asian Development Bank. 
ODA, and OECF (Japan) has been implementing a process of im pr ov e ment of the water supply and 
sewerage sector in Karachi. It is now the intention to transfer to a private operator the responsibility 
tor the provision of water and sewerage services and die corresponding revenue collection and 
investment 


Brief estimates of the present position are as follows 

Resident population 

Raw water production 

Water service coverage 

Sewerage service coverage 

Number of water connections 

Workforce 

KWSB Turnover 


11.700.000 (est 1996) 
1,840 Mid 

75% 

40% 

850.000 

10.000 

USD48 million (est 1996) 


A private company will be contracted through a bidding process tor a long-term concession of water 
supply and sewerage services in the City of Karachi, currently undertaken by the Karachi Water & 
Sewerage Board (KWSB). The concession company will be responsible for financing and 
implementing a long term investment programme. The capital investment over the initial five (5) 
years of die concession is expected to be greater than U5D350 million to be funded by tariff increases 
(including a pre-PSP increase), efficiency gains* and new financing with a private sector equity 
contribution. The objective of the GoS is to appoint the concessionaire in mid 1998. 

The GoS solicits, through this notice, expressions of interest from water and sewerage operators to 
pre-qualify tor bidding- The pre-qualification criteria taken into account to establish a short-list in 
October 1997 will be: international experience in die provision of water and sewerage services (at 
least two water sector projects abroad), experience of large scale systems (at least 1,000,000 
connections), evidence of financial strength (at least USD 1.0 billion net worth) and the availability of 
competent staff. 

Pre-qualified companies will be given the opportunity of preliminary access to the data room and to 
KWSB sites, and will be invited to prepare and submit proposals in accordance with the 
requirements of bidding documents to be issued in November 1997. Unsolicited bids will not be 
entertained. It is further expected, that in order to support the raising of private finance, cash-flow 
enhancement facilities may be made available for the project 

An information brochure will be made available to any interested party enquiring at one of the 
addresses below subsequent to die release of this advertisement 

Water and sewerage operators interested in participating in the bidding process axe invited to lodge 
an expression of interest with concise supporting information no later than 10th October 1997 with 
the Paribas-Halcrow consortium, on behidf of the GoS, at any of the following addresses. 


Nicolas Pelletier 

Banque Paribas 
4, rue d' An tin 
75002 Paris 
France 

Facsimile: (33 1) 42 98 11 94 


Paribas 


Halaow Pakistan 
House 1A, St 20 
F7/2 Islamabad 
Pakistan 

Facsimile: (92 51) 273 157 


HALCROW 


Amoco sees 
further 
$lbn of 
cost cuts 


By Nikki Tait 
in Chicago 

Amoco, the US energy 
group, said yesterday that ft 
trad targeted a further $lbn 
of cost-savings which it 
believed could be squeezed 
out of the business ova- the 
next five years. 

Areas cited for potential 
economies range from capi- 
tal project management to 
maintenance and warehouse 
operations. 

At a meeting with ana- 
lysts yesterday, Amoco also 
said that it expected capital 
and exploration expendi- 
tures to average about 
S4L8bn over the next five 
years. 

It said that it was looking 
at a 25 per cent Increase in 
“energy equivalents’* pro- 
duction over the same 
period - led by interests in 
Trinidad, the Gulf of Mexico 
and a number of other pro- 
jects outside the US. 

Outlining its financial 
goals, the Chicago-based 
group, which is the largest 
North American natural gas 
producer and also a leading 
oil company, said that it 
was aiming to increase 
adjusted earnings from 
about S2.6bn In 1996 to 
about $4bn by 2001. 

However, it stressed that 
this was a potential “road 
map” rather than a forecast. 

It added that Internal tar- 
gets had been set at 10 per 
cent average annual growth 
in after-tax income, and a 15 
per cent return on capital 
employed. 


Marketing executive 
resigns from Apple 


By Louise Kehoe 
in San Francisco 

Apple Computer announced 
another change in Its top 
executive ranks yesterday 
with the resignation of Gner- 
rino De Luca, executive 
vic&president of marketing. 

Mr De Luca, who was 
appointed to the top market- 
ing post In February, said 
his resignation was a “per- 
sonal decision”. 

"This . . . does not 
reflect my assessment of the 
company's prospects,” he 
said in a statement issued by 
Apple. “We are seeing a lot 
of changes at Apple, and Fm 
confident that Apple will 
shine again.” 


Nonetheless, Mr De Luca's 
departure leaves a critical 
gap In Apple's top manage- 
ment ranks and comes as 
Apple Is attempting to stabi- 
lise its management team. 
Earlier this week the com- 
pany announced the appoint- 
ment of Steve Jobs as 
“interim chief executive", 
pending efforts to find a 
replacement tor Gil Ameho, 
former chairman and chief 
executive, who resigned two 
months ago. 

Mr Jobs, who took charge 
at Apple after Mr Amelio’s 
departure, has made several 
key decisions. These have 
Included the appointment of 
a new advertising agency for 
the company. 


He has also reversed 
earlier decisions by Apple 
management to license 
Apple's Macintosh 
technology to other PC 
manufacturers as well as the 
company’s decision to spin 
off its Newton hand-held 
computer division. 

Mr DeLuca was one of the 
very few senior Apple 
executives appointed by Mr 
Amelio to remain at the 
company. Prior to his 
current position he had been 
president of Claris, Apple's 
software subsidiary. He 
joined Apple in 1988 as 
marketing manager for the 
computer company’s 
operations in his native 
Italy. 


Oracle below expectations 


By Louise Kehoe 
and agencies 

Shares in Oracle, the world's 
second-largest software 
group after Microsoft, fell 
almost S per cent yesterday 
after the company reported 
first-quarter results that fell 
short of analysts' expecta- 
tions for revenue growth. 

Oracle's income for the 
quarter ended August 31 of 
$150m. or 15 cents a share, 
excluding acquisition 
charges, was in line with 
Wan Street forecasts and up 
strongly from $113m, or 11 
cents, in the same period a 
year ago. 

Revenues rose 30 per cent 
from $1.05bn to $i.37bn. 

However, revenues from 

Oracle’s core database soft- 


ware were up only 6 per 
cent owing to the strong US 
dollar, compared with 44 per 
cent a year earlier. 

This was well below ana- 
lysts' expectations of about 
20 per cent growth following 
the recent introduction of a 
new version of Oracle's data- 
base management software. 
Investors had expected Ora- 
cle's new products and trou- 
bles at Inf ormix: Carp, a chief 
rivq], to result in higher 
sales. 

“The big issue is that over- 
all license sales were not 
particularly strong." said 
Jim Pickrel, an analyst at 
Hambrecht & Quist. the 
investment bank. 

The company said it expec- 
ted a rebound in the current 
quarter. 


In a related announce- 
ment, Sybase, a competitor 
of Oracle, said it had begun 
shipments of a new version 
of its database software and 
claimed that its programs 
outperformed Oracle's latest 
software. 

Oracle, the biggest pub- 
lisher of database software, 
writes computer programs 
that help companies store 
huge libraries of informa- 
tion. 

It also Writes financial and 
manufacturing applications 
that tap these data ha sag to 
help managers track big 
operations. 

Oracle generates consult- 
ing and service revenues 
from setting up and main- 
taining these complex data- 
base systems. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


i faces penalty over sokaiy a scandal 



By Gflfian Tett 
in Tokyo 

Japanese prosecutors- yesterday 
arrested fibre former and current execu- 
tives. of Yanaaichi Securities, and 
formally accused the company .of mak- 
ing (ai m i ng! payments, to. sokaiya rack- 
eteers. • 

The company, the smallest and weak- 
- est of Japan’s fcrur leading brokers, was 
also suspended from government bond 
auctions and underwriting business 
over the scandal. 

The, developments pave the -way for 
the government to impose a penalty 


against Yamal chi later this autumn, 
and are likely to lead to public groups 
and private companies suspending 
business ties with the group. 

Shobei Nozawa. recently appointed 
president, yesterday acknowledged that 
this could “considerably affect” earn- 
ings at- Yamaichi, although the group 
still hoped to record a profit in the 
current financial year. 

Yesterday's developments came amid 
fresh signs the scandal is spreading to 
other Japanese financial institutions. 

' Tokyo prosecutors said they were 
stepping, up investigations into two 
other brokers, Daiwa and Nikko. The 


move follows widespread media allega- 
tions that the two companies have also 
had links with racketeers. 

The scandal emerged earlier this 
year when Nomura, Japan’s largest 
securities house, admitted it had made 
illegal payments to Ryuichi Koike, a 
well-known sokaiya. 

Sokaiya have traditionally operated 
in Japan by demanding payments from 
companies in exchange for not reveal- 
ing sensitive Information about them. 

Earlier this year Nomura was banned 
from government bond auctions over 
the revelations, and six weeks ago it 
was suspended for several months from 


parts of the domestic market Analysts 
believe the move could reduce its prof- 
its this year by 30 per cent 

Dai-Ichi Kangyo, one of Japan’s larg- 
est banks, has recently received a pen- 
alty over revelations it too, made pay- 
ments to Mr Koike. 

Since then, Tokyo prosecutors have 
alleged that Yamaichi also made pay- 
ments to Mr Koike, worth at least 
Y79m ($654,000). These payments 
occurred via dealing profits made on 
the Singapore International Monetary 
Exchanges, which were disguised as 
Yamaichi ’s own trades, although the 
profit was given to Mr Koike. 


Until recently, it was suspected the 
government would be reluctant to 
impose a severe penalty against Yam- 
aichi, because of its weak financial 
position. The company has recorded 
losses in four of the past six financial 
years, and notched up a Y5.4bn loss 
between April and June this year. 

Bilan Waterhouse, analyst at HSBC 
Janies Capel. said yesterday: “If the 
government imposes the same penalty 
on Yamaichi as it did on 'Nomura, it 
would hit Yamaichi's profits a lot 
harder because Nomura has a much 
broader business base.” 

However, the government is now 


keen to demonstrate that it is taking a 
strong line against sokaiya payments, 
to boost international investor confi- 
dence ahead of Japan’s planned “Big 
Bang” financial deregulation. 

The five Yamaichi executives 
arrested yesterday included Hidekuni 
lyama. a former senior managing direc- 
tor, and four middle-ranking officials. 

Prosecutors also raided the home of 
the former Yamaichi chairman, Tsugio 
Y ukihir a. Mr Yukihira and 10 other 
senior Yamaichi executives recently 
resigned over the scandal. Mr Yukihira 
was formerly head of the Japan Securi- 
ties Dealers Association. 


Mitsubishi Heavy cuts forecasts after decline in sales 


By Michiyo Nakamoto 
in Tokyo 

Mitsubishi Heavy Industries, 
Japan’s largest heavy 
machinery maker, said it 
would miKS its initial sales 
and profits forecast owing to 
a combination of lower saias 
and higher costs. 

The company revised its 
forecast for sales in the cur- 
rent fiscal year from 
Y2,870bn to Y2,800bn 
($23-2bn) and cut its forecast 
for recurring profits by 
nearly is per cent, from 
Yl95bn to Y160bn. 

Net income will be 14 per 
cent lower than initially 


expected, at Y95bn rather 
than Ylllbn. 

MHI blamed the deteriora- 
tion of its performance on a 
slump, in air-conditioner 
sales in China and Japan, 
which affected overall sales 
by Y30bn, and on a delay in 
the construction of a power 
generation plant in Kuwait, 
which also lowered sales by 
Y30bn. 

Higher costs, caused by 
design changes and delayed 
delivery of parts from over- 
seas, were also behind the 
disappointing performance. 

Scott Poster, industry ana- 
lyst at ING Barings in 
Tokyo, pointed out that MHI 


faced structural problems at 
home and strong competi- 
tion from European compa- 
nies in the Asian market 

A cut in capital spending 
by Japanese electricity utili- 
ties, which face pressure to 
reduce rates to their custom- 
ers by 20 per cent, bad 
clouded the market in 
Japan, Mr Foster noted. 

Meanwhile, “the hoped-for 
bonanza in south-east Asia 
has not materialised due to 
aggressive competition from 
the Europeans’’, and was 
even more unlikely to do so 
because of the economic 
problems In the region, Mr 
Foster said. 


The problems in south-east 
Asian markets - where pub- 
licly funded projects are 
Under review - are particu- 
larly difficult for MHI, which 
had been focusing its export 
drive on the region. It had 
been aiming to increase 
exports of power-generation 
plants to Asia to counter a 
sluggish domestic market 
• However, MHI faces even 
greater difficulties as 

competition in Asian mar- 
kets intensifies. As the only 
foreseeable development is 
greater involvement by US 
groups in China, MHTs oper- 
ating environment “can only 
get worse,” Mr Foster noted. 


PROFILE • '• - ' • •• ‘ ~ 

^ MITSUBISHI HEAVY INDUSTRIES 









Ctubmarc Kentaro Mown 


Souck Reittr, OubbmbhVcv. Toyo Keioi 



1904 


97 96 

VMrmMnH 


ASIA-PACIFIC NEWS DIGEST 


Jar dine shares up 
on talk of Li move 

Shares in Jar dine group companies rose sharply in 
Singapore yesterday amid speculation that Li Ka-shing, 
the Hong Kong tycoon, was moving to raise his stakes in 
subsidiaries of the British-controlled conglomerate. 

Hongkong Land shares climbed 5.7 per cent to US$3.30, 
while Jardine Strategic, the holding company at the cen- 
tre of a complex series of cross-holdings wi thin the group, 
saw its shares rise 6 per cent to US9&84. 

As yesterday was a public holiday in Hong Kong, offi- 
cials at Mr Li's companies were unavailable for comment 
But Investors have awaited further moves after the reve- 
lation last month that Mr Li’s flagship companies had 
accumulated stakes of 3 per cent in Hongkong Land, the 
property arm of the Jardine group, and in Jardine Mathe- 
son, the group’s main holding company. 

Afr Li has remained guarded about his intentions 
following the revelation, describing his purchase as 
“normal" but refusing to rule out further moves. 

The Jardine group has sought to play down speculation 
of a' bid. noting that Mr Li’s companies often make trad- 
ing investments. John. Ridding, Hong Kong 

M THAI BANKING 


Capital increase at Laem Thong 

Laem Thong Bank, Thailand's smallest commercial bank, 
said yesterday it was increasing its- paid-up capital by sell- 
ing 297m new shares to foreign and local investors. 

Guidist Chamarichawla, Laem Thong president, said 
the central hank had approved the deal, which will see 
foreign investors take more than 25 per cent of a Thai 
commercial bank for the first time. The Thai central bank 
has said it is willing to waive foreign, ownership restric- 
tions an a case-by-case basis, although majority owner- 
ship is still prohibited. 

Sofaer Capital, a Hong Kong hedge fund, and the 
Sheikh Ahmad Al-Sabab Group, of Kuwait will each take 
a 20 per cent stake in the bank. Individuals and compa- 
nies linked to United Communication industry, the Thai 
telecommunications conglomerate, win buy 10 per cent 
and a further 9 per cent is reserved for an additional 
group of foreign investors. Shareholders equity will 
increase from Bt3.92bn to Bt6.86bn ($l87m), and the 
bank’s capital-adequacy ratio from the current 9.3 per 
cent to 15.5 per cent 

The company said the increased capital' would help it 
survive a rapid climb in non-performing loans and a con- 
tinued loss of deposits which has hit Thailand’s smallest 

banks. - 

The bank, which is dominated by the Charnsrichawla 
family will also undergo an overhaul of both board and 
management Mr Gurdist win step aside as president in 
favour of Sirichart Voravndht managing director of Asia 
Credit, a finance company affiliated with Bangkok Bank. 
Su rklar t Sathirathai, a former finance m i ni ster, wfll be 
the bank’s new chairman. Ted Bordocke. Bangkok 
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The Half Year 


Report and Results 


Chairman's Statement 

On 18 June 1997. Ofgas published the MMC Report covering the five year control of prices for Transco's gas transportation and 
storage services from April 1997. Ofgas and BG accepted the MMC's.recommendations as the basis for settlement and agreed 
to work together to translate them into licence conditions. During the translation some differences of interpretation have 
arisen. These are being progressively addressed. 

In all the good progress made by BG in improving the underlying performance of all its businesses means that the 
Company is well placed to confront the challenges of the MMC settlement BG is in good shape to play its key role in facilitating 
the implementation of domestic competition in Great Britain, and to pursue sound opportunities to participate in the 
development of hydrocarbon resources and of overseas gas markets. 

Richard V Giordano 

Chairman, 77 September 1997 


Financial Highlights 


Modified Historical Cost Results 

For the six months ended 30 June 

1997 

£m 

1996 
(as restated) 
Em 

Turnover 

- continuing operations 

- discontinued operations^ 

2^47 

1,051 

2,257 

2.873 



3£98 

5.130 

Operating profit 

- continuing operations 


* 


Transco 

Exploration & Production 
international Downstream 

Other activities 

766 

57 

3 

(« 

642 

(26) 

11 

(47) 


• 

820 

580 


Key Developments 


- discontinued operations Q 


90 


265 


910 


845 


Profit on ordinary activities before taxation 



- continuing -operations 

- discontinued operations (i) 

759 

96 

434 

276 

• 



855 

710 


Taxation 

-continuing operations 
- Windfall Tax 

(273) 

(514) 

n/a 



- discontinued operations 0 ) 

(598) 

n/a 

• 


(1,385) 


(356) 


Profit/floss) for the financial period 


- continuing operations 

(28) 

n/a 

- discontinued operations (i) 

(504) 

n/a 


(532) 

349 

Eamings/(toss) per ordinary share 



-continuing operations 

(0.6)P 

n/a 

- discontinued operations (J) 

(11.4)p 

n/a 


(12-0)p 

7.9p 

Interim dividend per ordinary share 

4J0p 

6.4p 


MMC report on Transco’s pricing regime published 
- BG and Ofgas agree to implement 

Transco’s transportation charges reduced by an 
average of 13%, effective 1 October 

BG’s continuing operations performed well in the 
first half of 1997 

Windfall Tax imposed a £514 million charge 

BG expected dividend for year cut to 8p compared 
with British Gas dividend of 14.5p 

Capital restructuring results in £1 .3 billion return of 
capital to shareholders 


WBi eSecMrom 30 In 1997 the modified historical cost accounting convention has been adopted as the 
bp™ of BG pic pubfitfted re port i ng- The change from current cost accounting reflects management's desire 
to tafcig r nianci a reporting closer to the hash of regulation lor Transco proposed by the recent MMC report. 

On 12 ffltmory 1S97. &ibsft Gss Shareholders approved foe demerger a: an ExtraonSneiy General Meeting. 
The demerger took oBect from 17 February 1997. The kiformabcn given here represents the unaudited resits 
o* the now renamed BG pic (corairuang operations) tor the a« months ended 30 June 1997 and 0* Centrica pic 
(dsccrUnued operations} lor the penod to 17 February 1997. BG pic (continuing operations) earned a modified 
historical cost profit tor the sfet months at £486 mffion before foe Windfall Tax charge of £514 mfflon. 

a tnetxfes demerger adjustments. 


BG pic 
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Promodes urges action over rival bid 


By Andrew Jack in Parte 

Promod&s, the French 
retailer which has launched 
a FFrZBbn ($4.7bn) bid for Its 
rival. Casino, is demanding 
that the stock market 
authorities declare a rival 
friendly bid illegal, because 
it claims it is worth less 
than its own tender. 

In a submission to the 
Conseil des Marches Finan- 
ciers tCMF), the self-regula- 
tory stock market authority. 
Promod&s claims that the 
counter-bid launched by the 
retailer Rally e does not 


match its own FFr340-a- 
share bid. It Haims this rep- 
resents an infringement of 
French takeover rules. 

Rallye, which owns 28 per 
cent of Casino's shares, 
offered a complex alternative 
bid last Friday in the wake 
of the Promodfes offer at the 
start of last week, which has 
since been judged hostile by 
Casino's board, founding 
family shareholders and 
employees' staff fund. 

The CMF has already 
declared the Promodes bid 
valid, and under normal 
stock market regulations it 


should be expected to make 
a judgment on Rallye's bid 
today. However, insiders 
expect the decision to be 
delayed in view of the com- 
plexity of the case and the 
divergent views. 

Jean-Charles Naouri, who 
controls Rallye, said earlier 
this week that his legal 
advisers were “very confi- 
dent" that the offer met 
stock exchange takeover 
requirements. He also placed 
a valuation on his two 
options above the FFr3400- 
share tender by Promod&s. 

Meanwhile, unions repre- 


senting employees at Casino, 
which is based in St Etienne 
In central France, con- 
demned, the Promodes bid 
yesterday as “purely finan- 
cial,” claiming it lacked 
“coherence" and would lead 
to large-scale job losses. It 
supported the rival Rallye 
bid. 

Advisers to Promodes 
argued yesterday that both 
takeover options made by 
Rallye were worth less than 
the Promodes tender. The 
first option proposed by Ral- 
lye calls for the creation of 
convertible bonds, which 


they argue carry a credit 
risk reducing nrrmma? value. 

The second option pro- 
poses certificates to guaran- 
tee Casino shareholders com- 
pensation If their shares 
have not increased to FFr400 
by 199$. But Promodes' 
advisers suggest that the few 
existing examples of such 
certificates issued by other 
French companies trade at a 
substantial discount to their 
nominal value. 

PromodSs also nlatraa tliM» 
the Rallye bid is damagi n g 
because it comes on top of 
an existing dispensation 


given to Mr Naouri, who by 
this October will control 42 
per cent of the voting rights 
of Casino but who has been 
granted until October next 
year to reduce his control- 
ling stake or make a full 
takeover bid. 

The accusation that the 
Rallye bid is of lower value 
comes on top of Promod&s* 
argument to the CMF that 
Rallye is making only a par- 
tial offer and not a full take- 
over bid. since it offers 
Casino shareholders the pos- 
sibility of retaining five of 
Jevery six shares they hold. 


New round of rate cuts at France Telecom 


By David Owen In Paris 

France Telecom, the former 
monopoly telecoms operator being 
privatised by the French govern- 
ment, yesterday announced a new 
round of call rate reductions. 

With effect from October 1. three 
months before European telecoms 
markets are due to be opened to 
full competition, the cost of domes- 
tic long-distance calls will fall by 
an average of 21 per cent and inter- 
national calls by 17.5 per cent. 

Once the new changes take 
effect, international call charges 
will have fallen by about 40 per 
cent on average during the course 
of the year. 

The company is to introduce per- 
second billing on the same date. 
From October, charges will consist 
of a 74 centime fixed per-call 
charge intended to cover connec- 
tion and a call credit period, the 
length of which will vary according 
to destination. The charge per sec- 
ond will be added to this once the 
initial call credit time has expired. 

France Telecom said the changes 



Jean-Marie Messier, Cegetel head 

would lead to significantly lower 
phone bills for more than 90 per 
cent of its customers. 

But the move did not stop Jean- 
Marie Messier, chairman of Cege- 
tel, which is set to emerge as 
France Telecom's main domestic 


ffiftsaEarv-'-m 

Sgsgoru* f 

Michel Bon. France Telecom chairman; pre p a r ing for competition 


competitor after liberalisation, 
warning the former monopoly oper- 
ator of the competitive pressures 
mounting. “Cegetel will be cheaper 
than France Telecom," he said. 

Mr Messier, who is also chair- 
man of G€nerale des Eaux, the 


diversified utilities group that is 
C^etel's leading shareholder, also 
indicated that discussions with 
Nippon Telegraph and Telephone 
over a possible move by the Japa- 
nese company to take a small stake 
in Cegetel were continuing. 


“If a major interest presents 
itself in terms of agreements 
signed by Cegetel. each of the part- 
ners might envisage giving up 1 
per cent of their Cegetel stakes.” 
he said. At present, G&terale des 
Eaux holds 44 per cent of Cegetel, 
British Telecommunications 26 per 
cent Mannesmann is per cent and 
SBC 15 per cent. 

Yesterday’s announcement by 
France Telecom comes just a week 
after it disclosed that its first-half 
operating income before excep- 
tional items had dipped from 
FFri63bn to FFrl6.6bn (S2.79bn) In 
a development blamed in part on 
price reductions- 

Michel Bon. chairman, yesterday 
acknowledged that operators 
which were subject to competition, 
had lower margins than monopoly 
operators, but argued that competi- 
tion stimulated call volumes and 
that operators would draw benefit 
from this growth. 

The price range of France Tele- 
com shares is to be set on Septem- 
ber 22, with the definitive price 
decided on October 6. 


Sheaffer MBO halted as 
Bic claims court victory 


By Ancfrew Jack in Paris 
and Ka t ha rine Campbell 
in London 

Shares in Bic rose sharply 
yesterday after the French 
pens, lighters and razors 
group claimed to have 
scored a new victory in its 
battle to acquire Sheaffer, 
the US-based fountain pen 
manufacturer. 

The shares closed up 4.71 
per cent at FFr440 after the 
appeals division of the New 
York state supreme court 
upheld a temporary order 
suspending the sale of 
Sheaffer to its management 

The court said It would 
consider in detail in Janu- 
ary the decision by Gefinor, 
a Geneva-based investment 
bank which acquired Sheaf- 
fer in 1987, to sell the com- 
pany to a buy-out team 
being led by the existing 
chief executive and chief 
financial officer. 


Martin Bolland, partner at 
Alchemy, the London-based 
private equity boutique 
backing the buy-out team, 
denied there was any vic- 
tory for Bic. “All Bic has got 
is a date for the hearing. 
There has been no ruling on 
the merits of either side's 
submissions." 

Mr Bolland argued such a 
long delay “was in nobody’s 
interests, including Bic’s", 
adding Sheaffer was “under 
pressure” from its bank. 
Provident Bank of Cincin- 
nati. Ohio. 

“The company has too 
much debt and it is building 
up working capital ahead of 
its main selling season.” he 
said. Bic is understood to 
have told the court it will 
provide Sheaffer with such 
funds as it requires until the 
appeal is heard. Bic is 
thought to have extended an 
initial 84m loan at the start 
of this week. Mr Bolland 


said Sheaffer would need “a 
considerable amount more" 
in coming weeks. 

Management's lawyers 
were looking at “the full 
range of options”, he said. 

“One or other side could 
withdraw, with tbe agree- 
ment of the seller, or one 
party could pay tbe other a 
sum to go away, again with 
agreement [from Gefinor],” 
said Mr Bolland. 

Tbe buy-out transaction 
led to swift legal action by 
Bic, which acknowledged 
that mana g ement claimed 
right of first refusal in the 
event of Gefinor selling, but 
argued that right bad not 
been “validly exercised". 

Bic has refused to detail 
the basis of its complaint 
and will not divulge the sum 
it is offering for Sheaffer. 
However, it said it was for 
significantly less than 
Sbeaffer’s annual S50m 
turnover. 


Adecco lifts US presence 
with $387.5m acquisition 


By William Hall in Zurich 

Adecco, formed from last 
year’s merger of two leading 
Swiss and French employ- 
ment agencies, has strength- 
ened its position as the 
world leader in temporary 
staffing services through the 
8387.5m acquisition of TAD 
Resources International, the 
largest privately owned tem- 
porary employment agency 
in the US. 

TAD, which was founded 
in 1956 by David McGrath, 
provides contract staff for 
technical, information tech- 
nology, clerical and light 
industrial work through. 312 
US offices. It had revenues of 
51 bn in 1996 and is profit- 
able, although it does not 
disclose earnings. 

The founder of the com- 
pany died two years ago and 
although TAD is now headed 
by David McGrath m, the 
family wants to withdraw 


from tha business. 

Adecco' has 515 offices In 
the US and last year had 
North American revenues of 
about $2.7bn. In the first half 
of 1997, TAD’s revenues rose 
14 per cent, marginally 
below Adecco’s growth. 

John Bowmer, Adecco 
chief executive, said the deal 
considerably extended the 
group's US presence and 
gave it a strong position in 
the fast-growing technical 
staffing market It furthered 
the group's aim of becoming 
number one or two in the 
global employment market 

Simon Marshall-Lockyer. 
of NalWest Securities in Zur- 
ich. said the deal would 
make Adecco number two in 
tbe US market after Man- 
power. North America would 
now account for 34 per cent 
of revenues, against 37 per 
cent from France and 23 per 
cent from the rest of Europe. 

He estimated the purchase 


would boost earnings by 
SFrl2m ($S_3m) in 1998. In 
the first half of 1997, Adecco 
earned SFrl29.2m before 
amortisation or goodwill. 

Under US GAAP account- 
ing rules. It. reported a first- 
half net loss of- SFr97.4m 
after amortisation of 
SFr226.6m of goodwill. Mark 
Eaton, finance controller, 
said the acquisition would 
lift earnings before amortisa- 
tion of goodwill. 

Adecco was farmed from 
the merger in August 1996 of 
Adia, of Switzerland, and 
Ecco, of France. The mar- 
ket's qualms about such a 
large cross-border merger 
evaporated as the group con- 
tinued to show strong reve- 
nue growth, and Its market 
capitalisation has risen from 
SFr5.6bn to SFr9.7bn. 

Its shares rose 5 per cent 
yesterday to SFr561, trading 
on an estimated 29 times 
prospective 1997 earnings. 
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■ CAR COMPONENTS 

Bertrand Faure ahead 60% 

Bertrand Faure, the French car parts maker. : yesterday 
reported first-half net Income up 60 per cent to FFr28lm 
f$47.6ra), on turnover up 11 per cent at FFiflbn. Growth 
came mainly from the car seat segment, which reported 
net income of FFt293m, up 37 per cent on the first haff of 
1996. The business was able to offset pressure on P* 10 ®* 
with volume growth and lower costs. Delsey i the froub 
luggage subsidiary, incurred a first-half net loss of 
FFr2 4m, which was an improvement on last time s aencit- 
The group said that it still planned to sell its majority 
stake in Delsey and Ratier Figeac, the aerospace equip- 
ment company, “within the next 10 to 12 months to focus 
on its core business. Bertrand BenotL Pans 

■ INFORMATION TECHNOLOGY 

IPC increases telecom stake 

IPC Corporation, the Singapore-based information tech- 
nology group, has acquired an additional 37-52 per cent 
stake in Hagenuk Telecom, the German telephone manu- 
facturer, taking its holding to 75.1 per cent Tbe additional 
stake was held by Manfred Schmitt, who previously 
founded Escom, the German personal computer manufac- 
turer. Mr Schmitt has now completely withdrawn from 
involvement in Kiel-based Hagenuk. Terms of the transac- 
tion were not disclosed. Patrick Bouju, new chief execu- 
tive of Hagenuk. said: “The main shareholder has 
changed from a private individual to an established pub- 
licly-listed company with a total commitment to support 
our business strategy of product diversification with 
internationalisation of our sales." Ralph Atkins. Bonn 

ISRAEL AIRCRAFT INDUSTRIES 


Restructuring pays off 

Heavy restructuring is starting to pay off at Israel Air- 
craft Industries, the state-owned company, which said 
yesterday it expected to end tbe year with a net profit of 
820m after returning to the black during the first six 
months. Net income for the first half was $7m compared 
with a loss of $140m for the same period last year. Sales 
rose $79m to $T7lm. Contracts also increased, from 8730m 
to $1.6bn. The turnaround in IATs fortunes is linked to 
greater efficiency - since 1991, the workforce has been cut 
from 22.000 to 13,000. Judy Dempsey. Jerusalem 

TELECOMMUNICATIONS 


Ascom back in the black 

Ascom, the Swiss telecommunications group which lost 
SFri28m last year, increased its operating profits by 36 
per cent to SFr53m (837.8m). in the first six months of 
1997. This was in spite of a 2 per cent drop in revenues to 
SFrL38bn. Cost cutting, elimination of research and devel- 
opment spending at Ascom Notion, which has been sold 
to Fujitsu, plus a strong performance in the service auto- 
mation business were the main factors behind the 
improved result William Hall. Zurich 
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VENCEMOS FINANCIAL 
CORPORATION, B.V.I. 
NOTIFICATION REDEMPTION NOTES 

Vencemos Financial Corporation a company domiciled in the 
British Virgin Islands, hereby declare: that as a result of a debt 
restructuring and according to Clause 5 (b) of the Trust Deed 
(the “Trust Deed") of the USJ 20,000.000 9.25 per cent 
Guaranteed Nones due 1998 signed on June 17. 1996 among 
Vencemos Financial Coip oration (the “Issuers"), CorporachSn 
Venezolaoa de Caacutos S.A.C.A. (the “Guarantor", 
domiciled in the Republic of Venezuela) and Mcrcantil 
International Capital market, N.V. (the “Trustee", domiciled in 
Willemstad - Curacao / Netherlands Antilles), the Issuer wish 
to redeem all of the Notes outstanding at the redemption price 
of 101 % as established on Clause S (c), together with interest 
accrued on September 20, 1997. 

The Issuer notified of the early redemption or the Notes to The 
Chase Manhattan Bank, London Office (the "Faying AgenT) 
and Mercantfl International Capital Market, N.V. (the 
“Trustee-) notified on behalf of tbe Issuer to Cede! Wanif s A 
rCeden and Euroclear System (“Euroclear") of this early 
redemption. 

Tortola, British, Virgin Islands, August 19th, 1997 


Bank of Greece 

Athens, Greece 
U.S. $250,000,000 
Floating Rate Notes due 1999 

For die Six months 17th September, 1997 to 17th Match, 1998 
the Notts will carry an interest rat* of 125% ^ annum with a 

tTlT. 5314 P“ U - S ’ *10.000 Note, payable 00 

17m March, 1998. 


Bankers Trust 
Company, London 


Agent Bank 


The Chase Manhattan Corporation 

U.S. $400,000,000 

Floating Rate Subordinated Notes doe 2009 

For the three months 17th September, 1997 to 17th December 
1997 the Notes will carry an interest rate of 5.875% per annum 
with a coupon amount of U^.$ 148. 51 per U.S.S 10,000 Note, 
payable on 1 7th December, 1997. 


Bankers Trust 
Company, London 


Agent Bank 
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COMPANIES AND FINANCE: INTERNATIONAL 
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Continental monolith threatens Liffe’s dominance 


Y esterday's announcement 
of the link-up between 
continental - Europe’s 
leading derivatives . exchanges 
poses a serious threat to Lon- 
longstanding dominance of 
Europe’s futures and options 
business. 

The link-up. which been 
prompted by growing competi- 
tion between exchanges in tbe- 
countdown to- European mone- 
tary -union, will create a conti- 
nental market with trading vol- 
umes to rival the size of . the 
market in T^wiift nL 
. The tie-np - between Deutsche 
TerminhOrse, the Frankfurt- 
based exchange Soffex. Switzer- 
land’s leading exchange; and 
Math; the Paris-based exchange — 
falls short of a full-scale merger: 
But executives say the venture 
will in effect operate as a single 
market with a common product 
range, a .single settlement system 
and a "unified screen-based trad- 
ing feeflity. - - 
“What we are doing Is concen- 
trating our markets into one sin- 
gle exchange to try to offer inves- 
tors the most liquid trading 
system," said Jflrg Franke, b ead - 
of the DTB. “In the longer run, 
we expect this to become a fully- 
fledged merger.” 

Underlying yesterday’s move is 


Tie-lip of Swiss, French and German exchanges poses London’s biggest challenge yet 


a growing realisation that not all 
of Europe’s derivatives 
ezc&ahges can survive the cre- 
ation of a single European 
currency. . 

Demand for hedging Instru- 
ments such as futures and 
-options is expected to d ecline 
substantially, in coining years as 
the economies and financial mar- 
kets of Emu candidates converge. 

Liffe. which still has a domi- 
nant market share in the 
short-term euromark futures con- 
tract and more than half of the 
market in the future for the 
iO-year German government 
bond, was until yesterday about 
twice the size of* the DTB, its 
nearest rival in Europe. Analysts, 
however are unclear whether the 
tie-up will topple Liffe from its 
dominant pos it ion . 

“This move is entirely logical 
because there is already huge 
overcapacity in the European 
market.” said Mark Fox, chief 
European strategist at Lehman 
Brothers in London. “But it is too 
early to say what impact this win 
have on- Ioffe:” 

In an interview with the Finan- 
cial Times, Daniel Hodson, Liffe 
chief executive, said London 



tracts. Liffe will today launch a 
future cm five-year German gov- 


SBF, Matif join forces 
ahead of German link 


Europe, that would be unfortu- 
nate," Mr Hodson said. “We are 
quite open to having Bnka with 
other smaller European 
exchanges which will be con- 
cerned at the creation of this 
monolithic Europe-wide federa- 
tion." 


O thers, however, believe 
the announced link-up 
has added a new dimen- 
sion to the competition between 
exchanges. 

“This is not a question of who 
win trade more contracts after 
Emu," says one futures and 
options trader. “The question 
now is: does open outcry have a 
future? After all, continental 
Europe’s second largest market 
[Matif] has all but renounced its 
commitment to floor trading." 

Liffe is adamant that open out- 
cry offers superior liquidity, 
mainly generated by the presence 
of local traders - speculators 
who trade with their own money 
- who increase liquidity by 
becoming counterparts to trades 
from brokers and investors. “The 
market is saying: we value open 
outcry, which is generating a 
richer market,” says Mr Hodson. 


Daniel Hodson: adamant that Liffe will continue open outcry c<*> bm*> 

would respond by launching new eminent bonds - called Bobl - to 
products, which would possibly rival a similar product already 
include French franc-based con- traded heavily in Frankfurt. 


“If the intention [of this tie-up] 
is to eliminate competition in 


This view, however, is disputed 
by the DTB's Mr Franke, who 
points out that the German elec- 
tronic system has for several 
months been handling volumes 
almost equivalent to T .life's in the 
bund contract, Europe's most 
actively-traded bond future. 

“ Mfl tif bad been struggling to 
meet the Emu challenge,’' says a 
senior derivatives specialist at 
large bank in London. “A tie-up 
was Inevitable.” 

However, he adds that the long 
term implications of the agree- 
ment will depend largely on the 
extent of MatiTs commitment to 
electronic trading. 

“What would really change the 
derivatives landscape would be a 
total commitment to abandoning 
open outcry,” he says. “That 
would mean making end-users 
choose between two trading phi- 
losophies, and that would have 
much wider implications for the 
marketplace.” 

But Matif itself does not seem 
to have made a clear decision on 
that issue. Gdrard Pfauwadel, its 
chairman, says: “Frankly. 1 don’t 
know what will happen. 1 am 
very pragmatic. For the moment, 
we will have the complementary 


tools of parallel trading. Let’s 
see." 

One continental European 
derivatives salesman says: “Liffe 
has to realise that cost Is becom- 
ing a key issue for clients. The 
days are over when investors 
used to accept the higher costs as 
the price to pay for liquidity. 
Today, large trades can be exe- 
cuted on an electronic system 
just as easily as in open outcry.” 

For Mr Pfauwadel. three under- 
lying factors are driving the cur- 
rent evolution: the European 
investment services directive, 
which has opened up competition 
between the different stock 
exchanges; the creation of a sin- 
gle euro yield curve; and the 
maturity of the existing provid- 
ers. 

But he found hiir^lf running 
into conflict with the SBF, which 
did not want the Matif entering 
into tigh t collaboration with the 
German pyphang es on its own, 
thus destabilising the balance of 
power between the two countries. 

However, he stressed that if the 
open outcry was to continue. 
Matif would need to find ways to 
“reduce the costs dramatically”. 

Reports by Edward Ltux and 
Samer Iskander in London, 
Andrew Jack in Paris and 
Graham Bowley in Frankfurt 
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By Andrew Jack ■ 

In Paris 

The French stock market 
launched a “takeover” of the 
Matit the country's deriva- 
tives exchange, yesterday as 
the first step towards tighter 
collaboration with the' two 
institutions’ German coun- 
terparts. ‘ 

The Soctete ties Bourses 
Franpalses, which operates 
the Paris equity market, 
plans to acquire up to 100 
per cent of the capital of the 
Matif in coming weeks 

Jean-Francois Theodore, 
chairman of the SBF, said 
the transaction, approved by 
his board on Tuesday even- 
ing, was “a strategic move to 
create critical mass on the 
eve of the new era of the 
euro”. 

He argued the action was 
ready neither a takeover nor 
a merger, but was designed 
to create tighter links 
between , the two institu- 
tions. He stressed that the 
Matif would retain its own 
“identity, culture, personal- 
ity, dynamism, staff and 
accounting systems". 


H&M’s 
44% rise 
disappoints 

market 

. 

By Our Financial Staff 

Henries A Mauritz, the 
Swedish retail fashion 
chain, reported a 44 per cent 
rise in nine-month pre-tax 
profit yesterday, to 
SKrl.46bn («91m), on the 
back of strong sales growth. 

However, the figures were 
shgbtiy below market expec- 
tations and the shares 
slipped SKr5 to SKr324 A0. 

Sal « for the period were 
SKrl4£7bn, compared with 
SKrlL75bn in the first nine 
months of 1596. 

The company said it 
achieved the sales growth in 
spite of generally weak 
demand in Europe, where 
wn« a nally warm August 
weather affected sales. 

HAM , which opened 28 
stores in the first nine 
months of this year, said it 
increased its share in all 
markets during the period. 

It said it would open 
another 27 stores before the 
end of 1997. In August HAM 
opened its first store in Fin- 
land, and in spring 1998 it 
will open outlets in France. 

B&fif is one of about 20 
Swedish companies to have 
switched from the Stock- 
holm bourse’s main A list to 
the O, or unregistered, list 
in protest ' at wealth tax 
reforms. 

However, the government 
recently said it would 
impose retrospective tax 
levies on companies which 
had defected.. 


“At a time when most 
major markets' are organised 
under a single roof, it's 
about being able to talk with 
one voice for the cash and 
derivatives exchanges in the 
world of tomorrow," he said. 

Mr Theodore would not 
reveal the terms of the offer, 
which he described as 
involving a “highly sophisti- 
cated” str u ct ur e, but said it 
would involve a small outlay 
of cash combined with the 
issue of a range of financial 
instruments. The Matif is 
valued at about FFr924m 
($156.6m). 

Gdrard Pfauwadel, chair- 
man of the Matif , said the 
action had came after the 
SBF blocked his attempts to 
negotiate independently 
with his German counter- 
parts.. 

This would have resulted- 
in an “imbalance” between 
the institutions in the two 
countries, he said. 

His planned discussions. 
in turn, followed the failure 
of a previous round of talks 
which involved the SBF and 
Matif as separate institu- 
tions attempting to link with 


the German equities and 
derivatives exchanges. 

The SBF already fully con- 
trols Monep, the equity 
options market but it only 
controls S3 per cent of the 
Matit which has about 100 
separate shareholders. 

Matif has a separate own- 
ership structure because it 
was created in 1986, ahead of 
-the French reform of the 
stock market and the forma- 
tion of the SBF. It has? insur- 
ance companies and hanks 
as investors, as well as the 
SBF. 

The transaction has yet to 
be submitted to the Matif 
and SBF works councils, and 
detailed proposals will be 
sent to Matif shareholders in 
the coming days. 

Mr Pfauwadel said he was 
confident the deal would be 
approved, pointing out that 
his investors -and those of I 
the SBF overlapped and ! 
were in favour. 

He added that Matif, 
already had “too much j 
money” and that there was 
no need at present for any 
injection of additional fund- 
ing as a result of the deal 


Strong growth 
at Egypt’s ABC 
after state sale 


By Mark Huband In Cairo 

A radical restructuring and 
tax breaks helped fuel a 
surge in profits at A1 Abram 
Beverages Company, less 
than six months after it 
became Egypt’s first public- 
sector company to be fully 
privatised in a sale to a stra- 
tegic investor. 

Operating profits rose 
E£8-5m to E£X49m ($4&8m), 
even before the introduction 
of new brands designed to 
compete with expensive 
imported beer. 

For the year to June; net 
profits rose E£12.5m to 
epm Qm ’Rflmfng s per share 
rose 30 per cent to E£IL98. 
with the company intending 
to pay a dividend this year. 

ABC was privatised in 
March-in a complicated deal 
which involved the sale of 
part of the company as a 
Global Depositary Receipt 
Issue on the London Stock 
l Exchange. 

! The shares were trans- 
ferred to the new owners 
and then sold. The proceeds 
from the sale were then used 
to pay for the original shares 
sold by the g o vernment, at a’ 
price substantially, below 
that achieved in the GDR. 

ABC has since employed 
consultants from the Dan- 
brew research subsidiary of 
Danish brewer Carisberg, to 
advise on improving the 
quality of its brands. 

A substantial part of cur- 
rent-year profits stem from 


the foil use of allowances, 
particularly sales tax deduc- 
tions. which the previous 
public sector management 
had not exploited. 

No bonuses will be paid to 
staff this year and tighter 
fiscal control is aimed at 
ensuring a commitment to 
avoid price rises is main- 
tained. 

The re s tr u c t uring, which 
has involved increasing the 
sales and marketing force by 
42 to 665, is intended to 
ensure its effective monop- 
oly of Egyptian production is 
not affected by the arrival of 
rival companies establishing 
plants in the country. 

ABC controls 90 per cent 
of the market But the com- 
pany es tima tes its overall 
output of 484,000 hectolitres 
of alcoholic and non-alco- 
holic drinks only reaches 10 
per cent of the potential 
domestic market 
• South African Breweries 
said yesterday it had bought 
a 97.6 per cent stake in Slo- 
vakia's .Pivovar Saris 
brewer, in which it plans to 
invest an initial 638m. agen- 
cies report SAB said further 
investments would be made 
to improve the operations of 
Saris, which has an »nmwi 
brewing capacity of lm hec- 
tolitres. The deal ties in with 
SAB’s expansion programme 
which has seen it become an 
important group in 
Romania. Hungary, and 
Poland as well as several 
markets in Africa. 
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Global Reach 


In-Depth Capabilities 


Siebe 


Siebe acquired APV for £327 mil- 
lion, building a position as one of the 
leading global suppliers of process 
control systems to the food, beverage and pharmaceutical 


industries. We acted as financial adviser to Siebe on foe 


public offer as well as underwriter of foe cash alternative. 


GoUaher Group 


Gallaher was demerged from its parent 
company, American Brands, at a total 


value of £2.9 billion. We acted as financial 


adviser, sponsor and joint stockbroker to Gallaher on 
its demerger and its listing on the London and 


New York stock exchanges. 



Ryanair 

As foe first European low-fare airline 
to be publicly floated, Ryanair raised 
£104 milli on through an issue of new 

i 

and existing equity. We acted as global coordinator, 
successfully positioning a new European airline sector 
amongst global investors. 
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GLENCORE 


Glencore Finance (Bermuda) Ltd. 


US$175,000,000 
Senior Guaranteed Notes 


Series E due 2002 
Series F due 2004 
Series G due 2007 


Guaranteed by 


Glencore International AG 


The undersigned acted as private placement advisor 
on this transaction 


J.P. Morgan 


July 1997 


GLENCORE 

Glencore Asset Funding Corporation 


US$560,000,000 

liquidity Facility 

US$150,000,000 

Letter of Credit Facility 


These Facilities were arranged in connection with Glencore 's 
receivables and inventory securitisation program 


Advisor 

Chase Manhattan International Limit ed 


Arranger 

Chase Investment Bank Limited 


Participants 


Rabobank International, Loo don Brandi 
Banque Nationals de Paris 
Societe General e 
NationsBank. NJL 

Noxddeutscbe Landrtbank Giroz cn t rade 


Credit Suisse First Boston, Zoridi 
Ditsdna Wank Luxembourg SA. 
The Chase Manhattan Bank 
Cause Nationale de Credit Agriceie 
Morgan Guaranty Trust Company of New York 


National Westminster Bank Pic 


Later of Credit Bank 
Societe Geneiale 


Agent 

Chase Manhattan International TimityH 


June 1997 


GLENCORE 


US$850,000,000 

Medium Term Revolving Loan Facility 


Chase Man h at t a n p 1c 


ABN AMRO Bank N.V. 
Basque Paribas SA 
Credit Lyonnais 
TNG Barings 

Salmra Bank (Luxembourg) S-A. 


Arrangers 

J.P Morgan Securities Ltd. 
Co-Arrapgcrs 


UBS Union Bank of Switzerland 


Banque Nationale de Paris 
Cause Nationale de Credit Agricote 
Dnsdner Bank Luxembourg S.A. 

NationsBank. NA 
Standard Chartered Bank 


BHF-BANK 
Sod etc Geneiale 


Senior Lead Managers 


Credit Suisse first Boston 


Lead Managers 

Banca Monte dei Paschi di Siena SpA London Branch 
Deutsche Bank de Bary N.V Roe cn fa m Branch 
Norddeutsche Landcsbank Luxembourg S-A_ 


Bardiys Bank PLC 
Lloyds Bank Pic 
Rabobank International L o n do n B ra nch 


Managers 

ANZ Investment Bank 

Bayerische Hypodiekcn- und "Wechsel-Bank Aktiengescllschaft 
Fleet National Bank 

Landesbank Rheinland-Pfidz Girozenttale 
Swiss Bank Corporation Genera 


Baslcr Kantonalbank 
Bayerische V e remsbank AG 
The Fuji Bank. limited 
National Westminster Bank Pic 


Co-Managers 

Banca C om mercials ItaHana (Suisse) Banca Nationale del Lavoro S-pxA. L on d on Branch 

Banco Central Hupanoamericano, SA London Bnocfa Banesto 

Bonk Leumi Group Bank of America NT & SA 

Bank of Tokyo- Mitsubishi (Switzerland) Led. The Dai-Ichi Kaagyo Bank, Limited 

MecsPierson N.V Kooenbm Branch Naeexis Banque - BFCE 

Trinkaus Si Burkhaldt KGaA 


Chase Manhattan International Limited 


Q CHASE J.P. Morgan (JBS 


August 1997 
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Kingfisher over haul 


reaps 36% advance 


By Peggy Hoflingar 


The rehabilitation of 
Kingfisher was well under 
way yesterday as the retail 
conglomerate substantially 
beat market es©ectations 
with.a 36 per cent jump in 
interim profits. 

Analysts boosted profit 
expectations for the third 
time this year, as the group 
posted pre-tax profits before 
exceptional of £l50m 
($2S&5m) for the. first half; 
compared with forecasts of 
about £137in. ■ ■ ■ 

''Operationally nearly 
everything seems to be going 
right," said one ' analyst. 
Full-year profit forecasts for 
the group - which' owns the 
high street retailers Comet, 
Wool worths, B&Q, a nd 
Super drug; - were marked 
up by between £l5m and 


£30m, . to a range of £4Sm- 
£170m. 

The recent performance 
stands in sharp contrast to 
the Kingfisher of just two 
years ago, when file group 
announced the first profit 
fall in Us history and dis- 
gruntled investors forced a 
boardroom shake-up. The 
shares, which have risen 
from a low of 626p this year, 
dosed 14p higher yesterday 
atTO6p. 

Sir Geoff Mulcahy, chief, 
executive, refused to disclose 
current sales figures since 
the beginning of the second 
half but said he had dis- 
cerned no significant cha nge 
In trends set daring the first 
six inontba The e ffa g t of the 
£35bn' windfall payouts from 
building societies converting 
into banks had benefited 
Kingfisher's businesses but 


“it has fairly rapidly blown 
through,” he said. 

Group sales increased oy 
10 per cent to £2.79bnfortij* 
six months to August 2. tTS" 
tax profit rose from £109.wh 

to £157 .9m, including the 
ffimqiHrmal £7 An profit on 
disposals. 

B&Q, the do-it-yourself 
chain and Comet, the electri- 
cal retailer, both tamed in 
strong performances while 
Woolworths, the retailer, 
doubled profits and and 
Superdrug also showed 
improvement. 

Trading remained okBcuk 
in France, however, where 
Kingfisher's electricals busi- 
ness, Darty, increased profits 
in local currency by 7.3 per 
cent. In addition, the stro ng 
pound caused reported prof- 
its on translation to fall Sxun 
£4?.. 5m to £37.7m. 


Gallaher 

widens 

market 

share 


By Ross 7T* man 


Wassail in bargain hunt 


By Ross Tinman 


Wassail, the acquisitive 
conglomerate, is going bar- 
gain hunting in the coun- 
tries of Pacific Asia where 
currency and stock market 
turmoil h»s left some banks 
owning businesses they do 
not want 

Christopher Miller, chief 
executive, the shake-out 
in south-east Asia could pro- 
vide Wassail with opportuni- 
ties to acquire under-man- 
aged companies at. 
competitive prices. The 
group wffl focus its efforts in 
the troubled economies of 
Thailand, Malaysia and; 
Indonesia. “The banks have' 
ended up owning some busi- 
nesses anrt they don’t want 


■to run them,” prfii Mr MOler. 
“This is a vary good opportu- 
nity. There are some dis- 
tressed sales there." 

with £31Sm (3500.9m) of 
spare cash arising from the 
sal a ftflriipr rills year of all 
but 20 per cent of its General 
Cable- subsidiary in a US flo- 
tation, plus borrowix^ facili- 
ties of £L7Qm, Wassail has 
the capacity to spend up to 
£50Qm on acquisitions. 

But James Miller, Was- 
sail’s i-hairmarij said acquisi- 
tions in Asia Pacific were 
likely to be restricted to a 
small part of the group’s 
portfolio, and hedged against 
currency fl actuations. 
*1)6818 of around. £20m are 
what we are «»iwng about," 
he 


The rest of Wassail's fire- 
power is reserved far size- 
able Bcgniaittons of under- 
performing assets in the US, 
UK or continental Europe. 
Included in the trawi will be 
the £Shn of businesses ear- 
marked for sale tty BTR, the 
OK conglomerate. 

The acquisition search 
arises from Wassail's strat- 
egy of selling businesses 
once their value has been 
e nhanc ed, and starting 
afresh with new problem 
companies. 

Pining file half to June 30, 
Wassail achieved pre-tax 
profits of £23lm including 
£197m of profit from the sale 
of General Cable, and £24.4m 
from businesses that have 
been sold. 


Gallaher Group widened its 
lead in the UK cigarette 
market over Imperial 
Tobacco Group to take a 
39 jj per cent share in the 
first half. 

Although the total market 
fell by 3 per cent yearen- 
y ear, as tobacco duty 
Increases pushed the price 
of a premium brand above 
£S ($4.77) a pack, Gafiahar, 
demerged by American 
Brands in May, made big 
inroads in the cut-price seg- 
ment as some smokers 

swftriied to cheaper br a n ds . 

In the premium sector, 
accounting for 49 per cent of 
the market, Gallaher’s pow- 
erful Benson and Hedges 
and Silk Cut brands helped 
it to a 53.9 per cent share. 

The strong UK perfor- 
mance lifted UK sales, 
Including £L43bn of duty, 
by 7.7 per cent to £l-78bu 
during the six months to 
jane 30. Operating profits 
from the UK rose 15.3 per 
cent to £l46.7m. _ 

The number of cigarettes 
sold overseas, principally in 
the Republic of Ireland, 
France, Germany, Greece 
and ffa T nfchgfa *”t rose by 
22.6 per cent. Bat the 
Increase in the value of ster- 
ling resulted in standstill 
operating profits of £3L5in 
from exports and virtually 
static unchanged sales of 
£285Jhn. 

Overall, the maiden 
interim pre-tax profit, was 
£l67m, in line with expecta- 
tions. 
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P&O must clear the doldrums 


L ord Stating of Plais- 
tow takes his title 
from a village in West 
Sussex, but at heart be is an 
Essex Man Be litem assets 
he can see: ships, ports, 
sh opp ing centres and office 
blocks. 

This fondness for objects 
that tie up lots of capital 
without necessarily produc-. 
tag s atisfa c tor y returns has 
not endeared him to same 
shareholders of the Peninsu- 
lar A Oriental Steam Naviga-. 
tian Company, the conglom- 
erate which he chairs. 

In the past 18 months, he 
has unleashed a series of dis- 
posals and joint ventures 
designed to rekindle faith 

among the tKqpnphflntftd 
Yet today's interim results 
remain a test of both the 
man and his strategy. While 
some investors believe the 
company is on track to 
deliver the 15 per .cent 
return on capital it has 
promised, others insist ship- 
ping and property is a com- 
bination that makes no 
sense in the 1990s. 

But in March last year, 
after five years of unchanged 
dividends, they announced 
structural reforms designed 
to enhance profitability. 

Properties worth £50 Dm 
<$795m) were to be sold. 
Boris Homes, the company's 
housebuilder, is to be floated 
by the end of November. 
After a six-month delay, 
intended to profit from an 
upturn in the housing mar- 
ket, the disposal is expected 
to net about £250m. 

These deals come after 
three strategic deals, 
designed to address same of 
the company's most Intracta- 
ble problems. The first con- 
cerned the cross-channel 
ferry business. 

Since the opening of the 
Channel Tunnel. P&O and 


Ross Tieman examines the 
conglomerate’s abilty to keep 
restless investors on board 



3ynOanhi 

Lord Stirling: choice of capital intensive assets questioned 


its chief rival, Stana Line, 
have faced competition, from 
Eurotunnel, which, has long 
since abandoned any effort 
to 'cover its cost of capital. 

Last summer, they agreed 
a merger, subject to regula- 
tory consent, that would 
sharply reduce their com- 
bined operating costs. But 
although the recommenda- 
tions of the Monopolies and 
Mergers Commission were 
delivered to the Department 
of Trade and Industry in 
May, neither Margaret Beck- 
ett, the trade secretary, nor 
the. European Commission 
has announced on what 
terms, if any, it can go 
ahead. Only last November’s 
tunnel fire which pushed 
almost all of the freight back 
on to the femes, has kept 
P&O’s business on those 
routes in reasonable profit 

The second deal, bigger in 
scope, was an agreement to 
marge P&O 'a container busi- 
ness with that of Nedlloyd of 


the Netherlands to create 
the world's leading container 
shipping line and opening up 
massive cost savings. 

And in a smaller, bat sig- 
nificant disposal. Lord Ster- 
ling sold P&O's tankships 
operation to a fast-growing 
Barrow-in-Furness shipping 
line, James Fisher. 

Stffl far sale is the bulk 
shipping business, where 
returns at just 3 per cant are 
woeful. . 

But one part of the ship- 
ping operation is an 
undoubted success. The 

Cruise business, nrataring for 

blue-rinse Americans, now 
has £Lbn of ships a nd four 
more, costing another £ibn 
an order, ft makes returns 
well ahead of the group tar- 
get 

The port operating busi- 
ness, run out of Australia, 
also m eets the 15 per emit 
return target And some of 
the services businesses - 
which include the Earls 


Court extabiton centre and 
haulage in continental 
Europe - are within sight of 
it 

And then there is property 
development - in North 
America, Germany, and Can- 
ada, as well as an invest- 
ment portfolio in the US, UK 
and elsewhere. Together 
these earned under 9 per 
cent on operating assets last 
year. 

Investors and analysts 
alike applaud the steps Lord 
stwting and his team have 
taken. Graham Wood, of 
Standard T.tfp, said: “I think 
they are delivering the 
goods. They have taken 
same decisions which mast 
have been very tough inter- 
nally." 

But there is some impa- 
tience. David Manning, of 
Foreign and Colonial, speaks 
for several when he says: 
“We certainly welcome some 
of the recent announcements 
as to focusing the business, 
but we would like to see 
more done, more speedily” 

For the harshest critics, 
P&O is “a ragbag and a 
miaH-giawh of businesses run 
by a man and a management 
team that has seen better 
days." Others speak of the 
need for "refreshment” of 
the board and “clear succes- 
sion planning”. 

The most hawkish suggest 
the group is ripe for demer- 
ger of its shipping operations 
from the property activities 
for which Lord Sterling's 
aptitude is widely respected. 

Today’s interims will pro- 
vide a snapshot of progress 
in what is clearly a transi- 
tion year. For 1998. analysts 
are predicting a 30 per cent 
pre-tax profits increase, to 
£460m- But whether that will 
be sufficient to satisfy the 
company's critics remains to 
be seen. 
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Nat West Australia for sale Next heralds 

By George Graham, . and County NatWest Securi- able, are of less use to the West were to sell that. 1 Cl Cl WW1 1 11 
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National . Westminster s<nnv 
bas put its Australian brok- 
ing and capital markets 
operations up for sale as part 
of the overhaul of its trou- 
bled NatWest Markets 
investment banking subsid- 
iary. 

NatWest yesterday 
declined to comment, but 
several leading European 
« and US investment banks 
are understood, to have 
looked over the businesses, 
which Include NatWest Mar- 
kets Australia, County Nat- 
West Securities Australia 


and County NatWest Securi- 
ties New Zealand. 

After the discovery ’of a 
£77m (5122.4m) loss from the 
mispricing of options and 
the departure of Martin 
Owen, the chief executive 
who had presided over Nat- 
West Markets' attempts to 
build itself into a .global 
investment banking group, 
the UK bank has now scaled 
back Its aims. 

Chip Kruger, the new Chief 
executive, says the group 
now has a “focused invest- 
ment hawiring operation”. 

But competitors say the 
Australian securities 
operations, though profit- 


able. are of less use to the 
slimmed-down NatWest Mar- 
kets than some other units. 
NatWest Wheelock. the 
Asian investment banking 
business is also thought to 
be a candidate for disposal. 

Valuations for NatWest’s 
Australian and New Zealand 
businesses will depend on 
how much is sold. The entire 
Australian operation 
reported pre-tax profits of 
A$70.5m ($51m) last year and 
bad net assets of A$4l2.4m. 

That includes, however, an 
investment management 
unit with A$7.5bn under 
management. Outsiders 
would be surprised if Nat- 


Share structure hampers 
Savoy expansion plans 


By John WilTmari 

Savoy Hotel's ambitions to 
expand its chain of luxury 
hotels overseas may be ham- 
pered by continuing wran- 
gling over the ownership of 
the company. 

RamGn Pajares. managing 
director, said yesterday he 
foresaw opportunities to 
acquire “five or so" hotels 
with similar characteristics 
to its London flagships in 
New York, large European 
cities and south-east Asia 

However, there had been 
no progress towards elimi- 
nating the company's dual 
share structure, which 
would make it hard to 
finance such deals. “It 
doesn't make it any easier to 
raise capital," he said. 

His comments accompan- 
ied news of an 84 per cent 
rise in interim pretax profits 
to £7.71m ($12 .25m). The 
group’s hotels include Clar- 
idge’s and the Savoy in Lon- 
don. 

Voting control rests with 
the Wontner family and 
charitable trusts through the 
B shares, which carry 20 
times the voting rights of 
the A shares. 

Efforts to reach agreement 
among family members have 
been complicated by the 68 
per cent stake held by Gran- 
ada, acquired when it took 
over Porte last year. 

Granada controls only 42 




Brendan Corr 

Ramdn Pajares: faced with problems in raising capital 


per cent of the votes and 
wants to sell its stake. But 
consensus is proving hard to 
attain on a conversion rate 
between the A and B shares 
that would leave no one with 
a controlling stake and make 
disposal possible. 

Meanwhile. Savoy has 
completed, a £72m refurbish- 
ment programme, which has 
increased the number of 
rooms. 

The occupancy rate in the 
four London hotels has risen 
to 86.4 per cent of available 


rooms, well ahead of the 74 
per cent average for de luxe 
hotels in the capital. 

Turnover rose 4 per cent 
to £452m for the six months 
to June 30 - and 6 per cent 
on continuing operations. 

Mr Pajares said interna- 
tional expansion would 
allow the group to reduce 
unit costs further with a cen- 
tral reservation system and 
co-ordinated marketing. 

Earnings per share were 
20.5p (9-9p) on the A shares 
and lO.lp (4.9p) on the Bs. 


West were to sell that. 

In addition, much of the 
capital was needed to sup- 
port a A$2.4bn loan book, 
which investment bankers 
believe NatWest would prob- 
ably have to take back onto 
its own books. Stripping out 
those elements, some esti- 
mates put the value of the 
re mainin g equities and cor- 
porate finance business at 
about A3200m. 

London stockbrokers said 
yesterday that a sale would 
be seen by investors as a 
welcome sign that NatWest 
was, indeed, reining back Hs 
investment banking ambi- 
tions. 


Sales 
in Asia 
lift 

Bowthorpe 

By John Wfflman 

Modest underlying sales 
growth in an product areas 
and markets, apart from the 
UK, produced higher than 
expected first half profits at 
Bowthorpe, the electrical 
components manufacturer. 

Sales in Asian markets - 
one of the strategic targets 
of Nick Brookes, chief exec- 
utive - rose 20 per cent in 
real terms and now account 
for more than 10 per cent of 
the total. Bowthorpe has 
opened cable management 
sales offices in China, Japan 
and Bangkok, and will soon 
start making heat diffusers 
for PCs in Malaysia. 

Pre-tax profits fell 5 per 
cent from £42. 5m ($67. 6m) to 
£40 .2m for the six months to 
June 30. The Tall was largely 
attributable to the strength 
of sterling, which knocked 
£4m off profits. i 

The shares rose 16p to 
365p, lifted by a buoyant 
trading statement from Mr 
Brookes. 

Turnover was down 4 per 
cent at £260m, with a 
£24-3m reduction caused by 
the strength of the pound. 
Mr Brookes said that ster- 
ling’s strength would cost 
Bowthorpe £7m in pretax 
profits over the full year. 
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By Peggy HoUinger 

Next, the high-street 
clothing retailer, yesterday 
signalled tougher times for 
fashion retailers as it disap- 
pointed the market with 
slower-than-expected current 
sales growth. 

Lord Wolfson. who as 
chairman was announcing a 
27 per cent jump in pre-tax 
interim profits to £71. 2m. 
($113.2) said the retail boom 
was drawing to an end. 
"There is no doubt there was 
a boom going on,” he said. 
"Retail generally was run- 
ning at a rate that, in the 
end, was unsustainable." 

Next revealed that sales In 
the first six weeks of the sec- 
ond half were running 10 per 
cent ahead of last year, on 
some 8 per cent more space. 
This was substantially below 
market expectations and, 
combined with profits before 
exceptional marginally 
below forecasts at £67.3m, 
caused the shares to tumble 
by as much as 40p at one 
stage. 

However, the company 


pointed out that the period 
covered by current sales bad 
been affected by unusual cir- 
cumstances: the death of 
Diana. Princess of Wales, 
which left that week's trade 
flat on last year and excep- 
tionally warm weather in 
August, when autumn and 
winter ranges had appeared 
in the shops. 

Lord Wolfison said he 
believed the true underlying 
trend in Next current sales 
was higher than 10 per cent 

Analysts said the market's 
reaction had been overdone, 
with reassuring comments 
from the company on both 
future trading and margin 
improvements. The shares 
rallied to close up 7p at 
735*4?. 

Next reported a 28 per cent 
jump in sales to £5203m for 
the six months to July, 
fuelled by a 36 per cent jump 
in mail-order sales through 
the Directory division. Sales 
in Directory rose from 

£90.4m to £l2&2m. 

The overseas division 
returned profits of £300,000, 
against break even last time. 


GENCOR LIMITED 

(Incorporated in the Republic of Sou* Africa) 

Company Registrator No 01(01232/06 
tfonneriy General Mining Union Corporation Limited! 

PAYMENT OF COUPON NO 153 
(Dividend No 143 i 

HOLDERS OF SHARE WARRANTS TO BEARER wOJ receive 
payment on or after 26 September 1997 ni ibe rare of 14_35669p the 
■rpm mi declared per share, against surrender of Coupon No 1S3. 
Coupons must be deposited for FOUR CLEAR DAYS for 
inspection before payment will be made: 

In London At the London office of the Company, 
1-3 Strand, London WC2N SHA 

In Paris At Credit du Noard 

In Switzerland At Credit Sirisse/Rra Boston. Zurich; Swiss 
Bank Corporation, Zurich; Union Bank of 
Switzerland. Zurich; or at any of their 
branches. 

Coupons belonging to holders resident in Great Britain and 
Northern Ireland wOJ be paid as follows: 

Pence 

Amount of dividend 1435669 

Less United. Kingdom Income Tax of 20% 2.87134 


Listing forms can be obtained from the London Office. 

For and on behalf of 
Gencor 1 .hniinri 
M Taylor 


London Office 
1-3 Strand 

London WC2N5HA 
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Hardy finds new 
licences too dear 


By Virginia Marsh 

Hardy Oil & Gas. the UK 
independent, said yesterday 
it was keen to add new 
licences and to expand its 
reserves through acquisi- 
tions but that the prices 
being asked were so far 
proving too high. 

“We’re in buy mode but 
we've found it hard to find 
material acquisitions of 
reserves as the market has 
been very competitive," said 
John van der Welle, finance 
director. However, he added: 
"There are some signs that 
prices are becoming more 
realistic.” He said expansion 
was likely to be in the four 
countries the company has 
focused on - Australia, 


India, P akistan and the UK - 
but that it had not ruled out 
other areas. 

The comments came as 
Hardy reported interim net 
profit after tax of £2. 9m 
($4. 6lm) for the six months 
to June 30. This compares 
with a net loss, after provi- 
sions. of £3. 5m in the equiva- 
lent period last year. 

Turnover was £l9.8m, 
down from £2Llm, on con- 
tinuing operations, in the 
first half of 1996. The com- 
pany sold its US business In 
May 1996. Reflecting the 
sale, production was 36 per 
cent lower at 10,928 barrels 
of oil equivalent per day. Mr 
van der Welle said produc- 
tion was likfely to remain flat 
in the second half. 
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UNDATED FLOATING RATE 
PRIMARY CAPITAL NOTES 

In accordance with the Terms and Conditions of the 
Notes, notice is hereby given that for the Interest 
Period from 18th September 1997 to 18th March 
1998, the Notes will bear a Rate of Interest of 
10.28817 per cent per annum. 

AGENT BANK: 

Charterhouse Bank limited 

it Htpihud by The Strands and Future* Authority 


A 


CHARTERHOUSE 



GENERAL LICENSE Na 2 0 7 CENTRAL BANK OF RUSSIA 


4? DialogBank 


We are pleased to announce that 

as of June 1997 

DialogBank is providing its 

Clients with 

EQUITY BROKERAGE SERVICES 

on the: 

Russian Trading System 
Moscow Interbank Currency Exchange 
Moscow Stock Exchange 
St. Petersburg Currency Exchange 
Over-the-Counter 


Capital Markets Group 


TEL. [7-095J 244-8965 FAX [7-095] 244-8929 
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Gilts retreat on fresh rate fears 


GOVERNMENT BONDS 


By Edward Luce 
in London and 
John La bate 
m New York 

UK gilts lost some or their 
recent gains yesterday as the 
market reacted beartehly to 
the release of a welter of 
new economic data. 

Higher retail sales and 
strong employment figures 
boosted the growing view 
that the recent round of 
interest rate rises by the 
newly-lndependent Bank of 
England might not have yet 
reached its finale. 

However, some analysts 
said they were surprised 
that the sell -off in gil ts did 
not go further than it had 
yesterday. 

The December contract in 
the 10-year gilt future lost & 
to close at 117£ in London. 


The spread of 10-year cash 
gilts over the equivalent 
German bunds widened from 
about 120 basis points at 
their latest peak to close at a 
spread of 127 basis points in 
London. 

“Considering how strong 
some of these economic fig- 
ures were, the market’s reac- 
tion was actually quite 
reserved." said Mr Julian 
Jessop, economist at Nikko 
Europe in London. “Despite 
this a UK interest rate rise is 
definitely back on the mar- 
ket’s agenda." 

Sentiment was not helped 
by the publication of the 
August minutes of the Bank 
of England's committee on 
monetary policy, which 
sounded a warning note 
about the risks of inflation 
being “skewed to the 
upside”. 

In addition, the minutes 
showed growing worries 


about the rise in average 
earnings, which hit iS per 
cent In July - a trend that 
the committee described as 
“critical". 

Elsewhere in Europe, the 
markets lacked direction, 
although, in the words of 
one analyst, traders were 
“hunting high and low for 
good news". 

The strong sentiment was 
unshaken by further indica- 
tions that the German Bund- 
esbank is adopting an 
increasingly ha wkish line on 
domestic short-term interest 
rates. The December con- 
tract on the 10-year GER- 
MAN BUND closed 0.13 
higher at 102.47 in London. 

Both Spain and Italy 
marked time after the gains 
made earlier in the week. 
The December contract on 
the 10-year SPANISH BONO 
closed nine ticks higher at 
103.01 in Barcelona. 


The ITALIAN BTP future 
dosed almost unchanged at 
110.70 in London. The spread 
of 10-year cash bond yields 
remained steady at 77 basis 
paints over bunds. 

US TREASURIES managed 
to build on Tuesday’s gains 
in early trading, despite the 
release of new housing mar- 
ket figures. 

By early afternoon the 
benchmark 30-year hand had 
gained £ to 99g, sending the 
yield down to £381 per cent 
Among shorter-term secu- 
rities the two-year note was 
unchanged at 100&, yielding 
5.770 per cent, while the 
10-year note was V* higher at 
100*. yielding 6.077 per cenl 
Bonds rose sharply in 
morning trading, but later 
gave back part of their gains 
after the release of data 
showing a 4^ per cent fall in 
housing starts in August In 
addition, there was a down- 


ward revision of the figure 
for July, to a fall of 4.7 per 
cent. Building permits for 
August also fell, by 1.6 per 
cent 

“Housing is beginning to 
show signs of plateaulng 
after a strong cycle,” said 
Cheryl Katz, senior econo- 
mist at Merrill Lynch in 
New York. 

“After the initial im part, 
people began to rethink the 
housing numbers," said 
Kevin Logan, senior market 
economist at Dresdner, 
Kle inwort Benson in New 
York. "These are not very 
reliable data, and the revi- 
sions are often vary large.” 
he added. ■ 

On Tuesday a report cm 
consumer prices for August 
helped spark a rally in the 
bond and stock markets, as 
the long bond rose by more 
than 2 points, its sharpest 
rise tn several years. 


World Bank in 
novel lira deal 


INTERNATIONAL BONDS 


By Samer Iskandar 

Primary mar ket activity was 
slower yesterday, after a 
surge in issuance earlier in 
the week. New issues were 
concentrated in the lira sec- 
tor, as a result of the outper- 
formance of Italian govern- 
ment bonds relative to other 
markets. 

Syndicate officials said the 
bond market was bracing 
itself for another FFr40bn 
issue by Cyber-Val. a special 
purpose vehicle formed to 
securitise assets as part of 
the state-backed rescue of 
Credit Lyonnais, the French 
bank 

Last year Cyber-Val set a 
record with its maiden issue. 
At FFr40bn. it was the larg- 
est bond ever launched. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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Bid Bid OaycngWkchg Mamn Year 


Antnfla 

CO/99 

6250 1022627 

426 

-0X37 

-026 

-035 

-224 


10/07 

10X100 12&JB505 

621 

-020 

-0/45 

-026 

-1.78 

Austria 

08/99 

7JJOO 1052000 

423 

_ 

+005 

+0.08 

+0.45 


07/07 

5X125 100.1100 

521 

-024 

-007 

•003 

-029 

Belgium 

04/99 

TJOOO 1044000 • 

4XX2 

-oxn 

+002 

+007 

♦034 


03/07 

6250 1042300 

526 

-023 

-007 

-027 

-072 

Canada 

03/99 

4jxn looxjsoo 

327 

+003 

-078 

-026 

-1-30 


06107 

7250 110X800 

5.79 

- 

-025 

-012 

-127 

Penmate 

12/69 

6.000 1022100 

4.63 

-023 

+027 

♦0.11 

♦OXB 


11/07 

7XXU 1062600 

6.15 

-005 

-026 

-Oil 

-004 

Finland 

01^9 

11-000 1062610 

426 

♦024 

+021 

+016 

-020 


' 04/06 

7250 1092310 

520 

-024 

-006 

-0.08 

-028 

Ranee 

11/98 

?XH0 1052600 

428 

-oxn 

♦009 

+027 

-012 


10/04 

6.750 109.4900 

5.12 

-023 

-021 

-024 

-064 


1007 

5-500 700X1600 

5-49 

-003 

-026 

-026 

-070 


10/25 

6200 98X1400 

6.15 

-003 

-029 

-0.14 

-004 

Germany 

06/69 

3200 992600 

323 

-024 

♦028 

♦0.11 

♦02* 


07/04 

0.750 108.7200 

5.19 

-0XJ5 

-026 

-025 

-080 


07/07 

6.000 103-7300 

527 

-004 

-008 

-026 

-0-57 


07/27 

6200 1032300 

621 

-004 

-010 

-014 

-074 

batand 

04/99 

6250 101.1300 

5/43 

+002 

-035 

-048 

-IXJ1 


08/08 

0.000 1122800 

B.11 

-0XJ1 

-019 

-030 

-1.10 

Italy 

05AJ0 

6-000 1012200 

5.49 

♦026 

-029 

-063 

-2.72 


05AJ2 

0250 102.1900 

5.70 

♦002 

-023 

-052 

-228 


07/07 

6.750 103.7100 

624 

+021 

-0.17 

-034 

-221 


01/26 

7250 1042000 
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+022 

-015 

-038 

-220 

Japre, 

06/89 

4200 107.4900 

047 

-OXri 

-004 

-014 

-024 
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4200 116.7000 

1/47 

-022 

-027 

-014 
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oams 
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-028 

-014 
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on? 
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06/V9 
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-0X12 

+OX1S 

♦oxn 
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02/07 

5.750 1012700 

623 

-Qfli 

-005 

-0X15 

-CM 

Near Zeeland 

02/00 

6200 98.6860 

729 

-025 

-012 

-021 

-127 


11/06 

8.000 1072237 

620 

-014 

-027 

-022 

-120 

Norway 

01/99 

9X100 1052600 

4/41 

-0.17 

-0X17 

-029 

-129 

01/07 

6.730 106/1500 

523 

-oxn 

-012 

-028 

-1-20 

Portugal 

03/99 

8200 104.7637 

529 

-002 

-009 

-022 

-2.10 

wot 

103.7063 

629 

-026 

-0.16 

-028 

-2.14 

Spain 

07/99 

7/400 1042216 
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+0.(71 

-015 

-028 

-2.18 


03/07 

7230 109/4514 

621 

-OXB 

-019 

-028 

-220 

Bwadan 

m/99 

11X100 107.7130 

423 

-QX71 

♦002 

-008 

-122 


08/07 

axwo m.eoia 

626 

-026 

-0.19 

-025 

-123 

Swflzartand 

03/09 

4X100 1032500 

1.73 

-023 

-oxn 

♦010 

-029 


06/07 

42001072800 

325 

-003 

♦0X71 

♦005 

-022 

UK 

08/99 

Rnrw sa+8250 

076 

♦027 

-0.12 

-0.19 

♦0.88 


11/04 

6.750 1002313 

0.74 

+0.04 

-022 

-02a 

-059 


12/07 

72501032438 

6.72 

+0X71 

-024 

-029 
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06/21 

8XXK) 116XM69 

625 

- 

-026 

-030 

-1.42 

US 

07/99 

5273 100.1002 

521 

+axn 

-0.17 

+021 

-0.44 


05/04 

7250 1082745 

6X17 

-0_Q2 

-025 

-012 

-024 


mm 

6.125 100.1391 

6.11 

+0X71 

-025 

-0.14 

-0.72 


txizr 

6275 99.6207 

6.40 

-021 

-025 

-0.16 

-0.62 

ECU 

cam 

5X300 1002900 

4.49 

-022 

+002 

-004 

+015 


cum 

5200 BEL0400 

6.77 

-0X15 

-0.11 

-015 

-081 
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Btreda T-Bonds 

AuMrsla 

6.11 

♦024 

+0.02 

NaoZiaatand 

flwn 

♦ 1-23 

♦071 

Austria 

561 

+024 

-048 

Norway 

583 

-026 

-oas 

9dptan 

S« 

+026 

-044 

Partuoal 

600 

+oaa 

- 

Canada 

5.70 

+022 

-020 

Sptei 

6X71 

+044 

-020 


aie 

+028 

*006 

Sweden 

528 

+051 

•ore 

Rntarrf 

520 


-029 

Swtuertnd 

325 

-Oxc 

-224 

ftreare 

5.40 

-OXM 

-060 

UK 

6.72 

-1.15 

+063 

Ormenv 

527 

- 

-022 

US 

6X39 

+052 

- 

Iretand 

6.11 

^724 

+OXE 
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-022 

nur 
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+027 

+0.15 

Source: Waammu Data/FT ammattol 

Jacan 




Lonttrei dosing. 

• Now Yorit ckteng. 


NMtwrtantts 




Amuafe+cd yWd 

Mats. 




EMERGING MARKET BONDS 








Days 

iwr* 

Sprd 


Red 


S« P 

Bid 


chfla 

cftga 

vs 

Sep 17 

dale 

Coupn 

Rating 

price 

ytod 

ytd 

y« 

US 

■ EUROPE 








Croatia 

02/02 

7.000 

BfiB- 

98.2468 

7.47 

-0.04 

♦4L21 

+1.46 

Poland 

07/D0 

7.750 

BB0- 

103-0286 

6.52 

-003 

-0.01 

+0.65 

Russia 

11/01 

9250 

BB- 

10E.9103 

a 38 

-0.03 

+0.07 

+2.45 
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Argentina 

01/17 

11.375 

B B 

118XXJ61 

9JS 

-0.08 

+0.03 

+3.05 

Brazil 

ii/m 

8.875 

BB- 

103.4225 

726 

-OXB 

♦027 

+1XB 

Mexico 

01/07 

9.675 

SS 

107J3392 

8.72 

-0X16 

♦0.14 

+2.63 
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China 

07/DI 

7.750 

UHL 

ODO 1 

1030545 

6.01 

-0.03 

+0.41 

40.88 

Rifltppkws 

10/16 

8.reo 

BB+ 

102.3314 

aso 

-0.08 

-004 

*227 

Thaireid 

04/07 

7.750 

n/a 

1022447 

7X36 

-0.06 

+0.46 

+157 
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Lsbawn 

07/00 

9.125 

BB- 

103.8405 

7.56 

-0.03 

-0.04 

+1.69 

South Africa 12/99 

9.625 

BB+ 

105.6732 

&83 

-0.03 

+0X53 

♦ 1.04 

Turkey 

05/02 

10JD0Q 

B 

105X1735 

3£5 

-0.04 

tail 

+2.66 
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Argentina 

03/23 

5500 

BB 

75.1191 

&32 

-0.09 

+202 

4-1.99 

Brazil 

04/24 

4550 

B8- 

73.0071 

6X37 

-0X59 

-0.08 

+0.02 

Mesuco 

12/19 

6250 

BB 

82.8179 

7.90 

-0.06 

-059 

+1.63 

Venezuela 

03/20 

6.750 

B+ 

88.7635 

8.03 

-0.09 

-aei 

+1.74 
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The WORLD BANK issued 
a fixed/floating 10-year bond 
- a relatively innovative 
concept in the lira sector. 

The bonds pay a floating 
coupon of Vi over Libor - the 
London Interbank offered 
rate - for the first two years. 

At the end of this period, 
the issuer has an option to 
buy back the paper at par. If 
the issuer chooses not to 
“call" the issue, the coupon 
is fixed at 6.75 per cent for 
the remaining life of the 
bonds. 

Syndicate managers said 
such exotic structures were 
becoming increasingly popu- 
lar among retail investors, 
which are attracted by the 
hi gh initial coupon. 

“Very few investors look 
at what might happen after 
the call date," said a syndi- 
cate official in London. 


New international bond issues 
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“With monetary union 
adding uncertainty over the 
direction at Interest rates, 
investors are usually satis- 
fied with a generous coupon 
for the first two years.” 

FORD CREDIT CANADA, 
a financing arm of the US 
car company, also tapped the 
lira sector, with L200bn of 
five-year bonds paying a 


fixed coupon of 6 per cent. 
Deutsche Morgan Grenfell 
was lead manager. 

Other borrowers in the 
sector included Unibanco, 
the Brazilian bank, and 
DePfa of Germany. 

In the dollar sector, 
J.P. Morgan launched $425m 
of securitised credit card 
receivables under the name 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRB4CH BOND FUTURES (MAT1F) FFr500300 



Open 

Settprice Change 

Hitfl 

Low 

Eat vcL Open Int 

Dr 

99.60 

,99J6 +020 

99.68 

90/44 

97^61 

124X712 

Mar 

ease 

aa se +034 

gase 

98S4 

402 

528 

Jun 

9EL56 

8850 +0J4 

38.56 
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Price 

Oct 

- CALLS - 
NOT 

Dr 

Oct 

- PUTS - 
Nov 

Dr 

90 

. 

. 

a 02 

. 

002 

008 

97 

Z56 

- 

2.74 

- 
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018 

90 

1.58 

1.77 

1.93 

ace 

021 

038 

90 

0J88 

1-07 

1-24 

an 

045 
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‘ 0.57 

0.56 
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Open 

Settprice Change 


Low 

Eat vol Open mt. 

Dr 

102/45 

102/47 +013 

1Q2XS4 

10234 

1846% 

273285 

Mar 

101.62 

101.71 +0.18 

101.71 

101.61 

580 
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Strike 

Price 

Oct 

Nov 

CALLS - 

Dec 

Mar 

Oct 

Nov 

PUTS — 
DR 

Mar 

10200 

054 

0S6 

1.07 

1-18 

007 

039 

060 

1X7 

10250 

0.20 

057 

07B 

0.85 

023 

0.80 
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1.74 

10300 

005 

034 
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0.75 
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T.07 

2X>4 
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■ NOTIONAL GERMAN BUM) (BOSL) FUTURES 
srre)OM29onooiooawonoo% 


Esl vof Open int 
09.838 211,882 
90 1,242 


Open Settprice Chong* Mgh Low 

Doc 104.18 104.15 +0-03 10431 10L01 

Mar 1(038 103.43 +0.03 10336 10536 

ttMy 

■ NOTIONAL ITALIAN GOVT. BOND PTP) FUTURES 

(UFFET LM 200m TQOjhg c / 100% 

Open Settprice Change Wgh Low Eat VO* Open IK. 

Or 11070 110.70 -0X71 111X10 11 086 51939 113751 

Mar 1iaS3 110.80 -0X31 11033 11083 588 87 

■ ITALIAN GOVT. BOW) (gTI^ FUTURES OPTIONS (LFfE) LtaCOOm 1 OOthl C< 1 00% 

Strike CALLS PUTS - 


Prioe 

Or 

Mar 

Dec 

Mar 

11050 

1.21 

131 

1.01 

1.71 

11100 

095 

1X57 

135 

137 

11150 

074 

134 

134 

234 


Eml VOL tool, Cm 9105 Pun 7790. Previous any-a open M. Cm 0D772 PUB 90419 

Spain 

■ NOTIONAL SPANISH BOND FUTURES |Mgf) 


Open Settprice Change High Low Esl voL Open kit 
118.74 - 25.036 9X394 

103X38 103X31 +0.10 103.17 10288 792S4 74,853 


Sep 
Dec 

UK 

■ NOTIONAL UK CLT FUTURES (UFFQ- £50000 32nda ct 100% 

Open Settprice Change High Low Esl vO< Open W. 
Sep 117-22 117-19 -O-CB 117-25 117-15 884 6903 

Or 117-09 117-03 -0-03 117-23 116-26 156839 170282 

■ LONG QB.T FUTURES OPTIONS (LIFFE) £50X300 64ms ol 100% 


Stress 

Price 

Oct 

Nov 

CALLS - 
Dr 

Mar 

Oct 

Nov 

PUTS 

DR 

Mar 

117 

0-25 

0-58 

1-11 

1-50 

0-19 

0-52 

1-05 

1-38 

118 

0-05 

031 

0-46 

1-22 

063 

1-25 

1-40 

2-30 

119 

0-01 

0-15 

0-25 

1-00 

1-59 

Z-09 

2-22 

348 

e at reri. kite. Cafe SPQS Pun 7734. Pnrrious tey*s open nu Ctes 37078 Puts 31658 
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■ ECU BOND FUTURES (MAT1F) ECU100.000 


Dr 


US 


Open £ao pto; Change rtgh 
97.60 97.78 +084 9738 


tew EX. voL Open W. 

97.60 1.571 5372 


■ US TREASURY BOND FUTURES (CBT) 5100,000 32nd& of 100% 



Open 

lataar 

Change 


Low 

Esl vol Open fm. 

Sep 

115-19 

115-31 

+0-10 

118-06 

115-18 

63341 

89.901 

DR 

115-12 

115-20 

♦0-11 

115-27 

115-05 

768336 

467S« 

Mar 

115-00 

115-11 

+0-11 

115-18 

115-00 

3£S3 

35,133 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFFE) YlOOm lOOths of 100% 


Open Owe Change High lam 

Dec 127.86 - - 127.75 127.84 1884 

Mar 126.76 126.84 12876 445 

* UFFE Uuee dee ended on APT. M Open item ere tor previous Air. 

< 


EbL vol Open irt. 
n/k 
n/a 


of People’s Bank Credit Card 
Master Trust 

The bonds’ maturity is not 
fixed in advance, because it 
wifi depend on the pace of 
redemptions by the ultimate 
borrowers. 

However, the average life 
of the transaction is expec- 
ted to be slightly less than 
five years. 


US CORPORATE BONDS 


Westpac 
to issue 
$5bn of 
MTNs 

By Edward Luce 

Westpac, the leading 
Australian bank, is to 
return to the euromarkets 
with a S5bn medium-term 
note programme. 

The deal will mark West 
pac’s return to the longer 
end of the euromarkets after 
several years. 

The bank was held back 
from a folly-fledged interna- 
tional bond programme by 
severe credit problems 
resulting from over-expo- 
sure to Australia’s p r op ei Ly 
market in the early 1990s. 
But executives stress that 
the batik has now put these 
problems behind it 

“The bank has changed its 

credit, culture since the 
early 1990s, 1 ’ said Patrick 
Handley, flmndil offi- 
cer. “We have a sophisti- 
cated management in place 
which carefully monitors 
file bank’s credit derisions.” 

The MTN programme, 
which wQl probably encom- 
pass Europe's leading cur- 
rencies as well as the US 
dollar, is likely to start off 
with a $500m five-year euro- 
bond before file end of 1997. 

The bank, which will 
become Australia’s second 
largest m terms of assets if 
merger talks with the Bank 
of Melbourne prove success- 
ful , is also planning to issue 
its debut mortgage-backed 
bond i n the next two weeks. 

The U5f500m issue, which 
will be backed by Australian 
mortgages, will be followed 
by the securitisation of up 
to A$3.5bn in domestic 
mortgage s , said Mr Handley. 

“We want to aggressively 
div er sif y our investor base,” 
he added. Westpac has 
credit ratings of Aa3 from 
Moody’s Investors Service 
and AA- from Standard & 
Poor’s. 


Government 

bond debut 
by Malaysia 


By James Kynge 
hi Kuala Lumpur 

Malaysia will today issue its 
first government bond to 
help invigorate the local 
market by creating a reliable 
and efficient yield curve. 

The zero-coupon, three- 
year. M$lbn government- 
guaranteed bond issue will 
be made by Khazanah 
National, an asset-rich state 
body which collects divi- 
dends from state-owned com- 
panies and reinvests the 
funds, sometimes buying 
stakes in high-technology 
companies overseas. 

Competitive tendering for 
the new bonds closed yester- 
day at aD average yield of 
7.821 per cent, compared 
with the three-month Kuala 
Lumpur interbank offered 
rate of 7.58 per cent. 

The highest yield accepted 
was 7.870 per cent and the 
lowest 7.760 per cent. Bids 
totalled M$236bn- Tha bonds 
were bought through pri- 
mary dealers, mainly by 
fmanrlal institutions such as 
pension funds that are either 
government-owned or have 
links to the government, 
analysts said. 

Today’s launch is sched- 
uled to he followed by quar- 
terly issues of Khazanah 
bonds of not less than 
M$50Qm each. The hands will 
have maturities of three, 
five, seven and 10 years, giv- 
ing a long-term yield curve 
by which other public debt 
securities (PDS) may be 

Hampered by the lack of a 
benchmark yield curve, trad- 
ing in the secondary market 
has been lacklustre. Last 
year PDS trading amounted 
to only 16.8 per cent of toe 
t nf al outstanding. 


“Hopefully the Khazanah 
bonds will provide the base 
for encouraging bond trad- 
ing," said Raja Lope, execu- 
tive director of Rating, 

Agency Malaysia. 

Tuning of the issue may be 
propitious. The recent 
plunge in the local stock 
market, which has been the 
almost exclusive favourite of 
local investors, has rendered 
equity finance difficult 

Postponement of rights 
issues and initial public 
offerings has meant many 
companies are looking for 
alternative sources of 
finance. The nation's financ- 
ing pawls from 1996-2000 are 
estimated at MS526bn (com- 
pared with GDP last year of 
M$130bn), of which 73 per 
cent Is expected to come 
from the private sector. 

A vibrant bond market 
would also help in debt 
restructuring far companies 
with tiwawrfa 1 problems dur- 
ing an expected economic 
slowdown next year, ana- 
lysts said. 

To increase the contribu- 
tion of the ringgit debt mar- 
ket to economic develop- 
ment, the Bond Information 
ond Dissemination System, 
which will provide market 
information, will start oper- 
ating from October L 

There are some concerns 
that the quarterly issues of 
TThawinah bonds could sap 
liquidity from the financial 
system, thereby applying 
upward pressure on interest 
rates and draining funds 
from the stockmarket 

However, some analysts 
said the government may try 
to ease this problem by 
encouraging government 
agencies to buy most of the 
bonds - as happened in the 
tender that closed yesterday. 
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CURRENCIES AND MONEY 


No change” from Rubin aids dollar 


markets report 


By Simon Kupor 

Tfae dollar surged in late 
trade yesterday after Robert 
Rubin, US treasury secre* 
tary,' said that Washington’s 
foreign exchange policy 
remained unchanged. 

Mr Rubin has always sup- 
ported a strong dollar. Yes- 
terday’s comment, made 
alter the London close! was 
taken to mean that the US 
would not try to weaken its 
currency in order to reduce 
Japan’s ballooning trade sur- 
plus. The surplus jumped 114 
per cent in the year to 
August, according to data 
released yesterday. 

In late trading after the 
London close the dollar was 
at Y120.8 to the yen and at 
DM1.7720 to the D-Mark, 
respectively Y0.7 and 0.3 
pf e n n ig s above the levels at 
which it had ended the day 
in London. 

The pound gained after 
strong UK economic figures 


revived prospects that inter- 
est rates might rise. Traders 
.had previously thought that 
base rates had peaked. 

. Data yesterday showed 
that unemployment fell. In 
. August to its lowest official 
rale since 1980. Retail sales 
rose 0.4 per cent in the 
month, while earnings 
growth hit an annualised 4. 5 
per cent in July. 

In late trading yesterday 
the .pound was at DM2.837 to 
the D-Mark arid $1,600 to the 
dollar, respectively 1.8 pfen- 
nigs and half a cent above 
Tuesday’s closing rates. 

‘Short steiilng futures con- 
tracts, which had rallied by 
up to 23 basis points on 
Tuesday, dropped to reflect 
the increased chances of rate 
rises. The December 1997 
contract fell 10 basis points, 
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and now dearly prices in a 
28-point increase in base 
rates from their present 
level of 7 per cent. 

The Swiss franc fell after- 
Hans Meyer, chairman of the 
Swiss National Bank, said 
the bank would, raise inter- 
est rates only when the econ- 
omy showed clearer signs of 
recovery. 

■ Mr Rubin said yesterday 
that Japan's trade surplus 
was "an issue we continue to 
focus on”. He is to raise the 
subject at the International 
Monetary Fund meeting in 
Hong Kong next week. But 
most currency strategists 
expect him simply to ask 
Japan to deregulate its econ- 
omy and stimulate its 
domestic demand. Yester- 
day's data, showing low 
imports growth and a fall in 
Japanese department store 
sales in August, emphasised 
how weak demand is. Mr 
Rubin appears unwilling as 
ever to use the dollar as a 
trade weapon. 
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■ Ernst Welteke. Bundes- 
bank council member, kept 
alive prospects of an immi- 
nent German rate rise, say- 
ing: “All the inflation indica- 
tors are going in the wrong 
direction, so we need to look 
very carefully to the next 
data.” He said inflation was 
above the 2 per cent rate 
seen as the level of price sta- 
bility. Philippa Malmgren, 
currency strategist at Bank- 


ers Trust in London, said 
she understood the Bunder 
bank to be “on really high 
alert over inflation”. She 
added: "Even the doves are 
starting to concede that a 
rate rise is warranted.” 

But Nick Stamenkovic, 
economist at DKB Interna- 
tional in London, warned: 
“It’s far from evident that 
there is a Bundesbank con- 
sensus an a rate move.” 

Marc Chandler, senior cur- 
rency economist at Deutsche 
Morgan Grenfell in New 
York, said that investors 
who had cut back their spec- 
ulative and core long dollar 
positions in the past month 
felt that they had gone far 
enough. They were now 
ready to buy dollars again. 
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Denmark (OKr) 67320 +05008 310 - 330 6.7561 67243 67195 21 6696 2.1 65896 2.1 1034 

Finland (FM) 55909 +05043 982 - 016 55334 55873 55831 25 55637 2.7 5.1899 2-4 815 

Franca (FFr) 55415 +0.0015 402 - 427 69685 55313 55285 25 55061 2 A 67973 2/4 1045 

Germany (DM) 1.7686 +00005 683 - 689 1.7746 1.7660 1.7643 2.6 1.757 2£ 1.722 26 1025 

Greece (Dr) 279/430 +051 380 - 480 280500 276850 286415 -55 28278 -45 26053 -35 650 

Ireland (K) 1.4971 +60016 958 - 963 1.4992 1.4875 1.4948 05 1/4954 05 1/4958 0.1 

Italy |L) 172853 +1.78 580 - 725 173150 172250 172652 -15 173151 -1.1 1734.73 -05 765 

Luxembourg (LFr) 365000 +0511 800 - 200 36.6250 364340 36.414 2 5 362735 25 3658 25 1023 

Netheriancta . (HI 15912 +0.0004 909 - 31 5 15981 15888 1.9865 26 15785 26 15407 25 101.7 

Norway (NKr) 7.1725 -0.1316 715 - 735 75213 7.1692 75896 2.4 7.1296 24 75179 22 964 

Portugal (Es) 179.740 +0.12 690 - 790 180580 179530 179584 05 179.65 05 17648 67 .925 

Spain (Pta) 149560 +003 220 - 300 148500 149000 149.185 0/4 14904 05 147565 05 769 

Sweden (SKr) 74187 -00196 149 - 224 7.6594 7.6054 7.8292 1/4 7.5903 15 75163 15 865 

Swtartend pFr) 1/4535 +05048 531 - 539 1/4600 1/4493 1/4434 44 1.4375 44 1592 45 106JB 

UK £) 15022 +00077 018-025 1.5043 15895 15925 15 15962 15 15818 15 985 

Ecu - 1.1094 +00006 074 - 094 1.1096 1.1035 1.1092 -15 1.1131 -1.7 1.1286 -15 

SDf+t - 0.73357 - - - - - - - - ... 

Americas 

Argentina (Peso) 00996 -08001 998 - 998 00998 05998 - - ... 

Brad ffCS) 10936 +00007 935 - 937 10938 1.0928 - - ... 

Canada fCS) 15878 -00043 875 - 880 5 5895 15860 15848 27 15789 2.8 15583 21 845 

Mexico (New Peso) 7.7510 -00135 460 - 560 7.7560 7.7450 78595 -165 8.0705 -165 8081 -150 

USA (S) - - - ........ 1062 

Padfie/Mddto East/Africa 

Austria (AS) 15932 -00006 928 -937 15940 15926 15926 05 15908 0.7 15824 05 920 

Hong Kong (HKS) 7.7449 +00006 446 - 451 7.7455 7.7445 7.7454 -0.1 7.7463 -0.1 7.7486 DO 

hda (Ffe) 3S410O -009 600 - 600 364700 365500 365475 -45 368325 -45 38045 -45 

Israel (Shk) 34969 -00058 927 - 010 35069 34925 - - ... 

Japan (Y) 120.135 -0545 100 - 170 121500 119370 11952 5.1 11852 50 11452 45 128.1 

Malaysia IMS) 30165 +0.0235 140 - 190 30240 29890 3.021 -15 303 -18 306 -1.4 


(BFr} 365000 +OJTI1 BOO - 200 36.6250 38.4340 36.414 25 365735 25 3558 25 1025 

(OKr) 6.7320 +00008 310 - 330 6.7561 8.7243 6.7195 21 6.698 2.1 65886 2.1 1030 

(FM) 55909 +00043 962 - 016 55334 55873 55831 28 55637 2.7 5.1699 24 815 

(FFt) 50415 +0.0015 402 - 427 50685 50313 50255 25 50061 24 5.7973 24 1040 

(DM) 1.7686 +00005 683 - 689 1.7746 1.7660 1.7643 2.6 1.757 25 1.722 26 1025 

(Dr) 279430 +051 380-480 280500 278.850 280.415 -58 28278 -48 26903 -38 658 

(K) 1.4971 +08016 958 - 963 1.4992 14875 1.4946 08 14954 05 14958 0.1 

(L) 172853 +1.78 580 - 725 173180 172280 172652 -15 173151 -1.1 1734.73 -05 765 


(NKr) 7.1725 -0.1316 715 - 735 


(SKr) 78187 -08196 149 - 224 7.5594 7.6054 7.6292 

(SFr) 14535 +08048 531 - 539 14600 14493 14434 

ffl 18022 +08077 018-025 1.8043 15895 15925 

- 1.1094 +08008 074 - 094 1.1096 1.1035 1.1092 

- 0.73357 - - ... 
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Hong Kong (HKS) 7.7449 +08006 446 - 451 

hria (Ffe) 364100 -089 600 - 600 

Israel (Shk) 34969 -08068 927 - 010 

Japan (Y) 120.135 -0845 100 - 170 

Malaysia IMS) 38165 +0.0235 140 - 190 

New Zealand (NZS) 15700 -08072 694 - 706 

PMpptees (Peso) 335500 +1 000 - 000 

Saud Arabia (SR) 3.7505 - 504 - 506 


35 140 - 190 38240 29890 3.021 -18 383 -18 386 -14 

172 694 - 706 15750 15680 15708 -0.6 15732 -08 15833 -08 

+1 000-000 348000 338000 - - - - 

- 504-508 3.7508 3.7502 3.7512 -05 3.7523 -05 3.7569 -05 


Phnpptoes (Peso) 335500 +1 000 - 000 348000 338000 - - - - 

Saud Arabia (SR) 3.7505 - 504 • 506 3.7508 3.7502 3.7512 -05 3.7522 -05 3.7S68 -05 

Singapore <S$) 15135 +0803 130-140 152Q5 15125 15118 14 1508 15 1468S 1.7 

South Africa (Ft) 4.6805 +0801 790 - 820 48825 4 8770 4.721 -10.4 48005 -105 5.103 -98 

South Kota (Wen) 909800 - 000 - 000 - - - - - ... 

Taiwan (T9 28.6000 -08115 500 - 500 288610 285410 28.611 -05 26.62 -08 28.7125 -04 - 

Thntfand (BO 375500 +08 000 - 000 378500 358500 37.895 -145 324 -125 39.63 -64 - 

T SDR rate pars lor Sep 15. Bttbffer spreacta In the Dob Spot teWa shew arty the tact three dachna) places. Forward rates are not *ectly 
quoad to the market but are k up tefl by Curort interest ram. UK. Iratand 6 ECU are quoted m US curency. J.P. Morgan nomtanl tides* Sep 
+5: Base Bumps iBSthloa 

The exchange rates primed In thta table am also notable on the imernei or httfc/Turarw JFTxtmi 


WORLD INTEREST RATES 


■ The Norwegian krone 
jumped as the fears that had 
followed Norway's general 
election on Monday faded. 
The krone went from 
NKT4.131 to NXr4.055 against 
the D-Mark, rising sharply 
after it broke the key 
NKr4.l0 level. The Labour 
government will step down 
next month. The market 
expects a centrist govern- 
ment to take over, and has 
decided that it will not 
loosen fiscal policy much. 

■ The Thai baht and Malay- 
sian ringgit fell as political 
worries in Thailand revived 
Asia's currency turmoil. 
Next week Chavalit Yongch- 
aiyudh, Thai prime minister, 
faces a no-confidence 
motion, and parliament 
votes on a new constitution. 
Should the coalition fall, 
Thailand may be kept from 
implementing its IMF rescue 
programme. In late trading 
yesterday the baht was at 
Bt35.B50 to the dollar, and 
the ringgit at MS3.0060. 


MONEY RATES 
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S UBOR item* Bring rates an ottered rates tor BlOm quoted to the maker Of tour 
re fe rence bates M llsm each wafting day. The banks are: Barbra Trust. Bank oi Tokyo 
Mtsubtahi, Barclays and Mritonai Wsstetentar. 

MU trees are shown for the domestic Money Ratos. U3S COL ECU & SDH Linked Dopcttas 04- 

EURO CURRENCY INTEREST RATES 

Sap 17 Short 7 days One Three Six One 

term notice month months months year 

Belgian Frane 3b - 3ft 313 - 3J1 3ft -3, T , - 3JS 3Ji - 3ft 3%-® 

Danish Krone 3ft - 3iA 3H - 3ft 3ft - 3ft 3# . 3B 3ft - 33, 4ft - 4 

German Mark 3ft - 2% 3ft - 3 3ft - 3ft 3ft - 3ft 3j3 - 3Ji ® - 3ft 

Dutch Guilder 3ft - 3ft 3ft - 3ft 3ft - 3ft 3ft - 3ft - 3ft 3tf - 3|1 

French Franc 3ft - 3ft 3ft - 3ft 3ft - 3ft 3)3 - 3ft 3ft - 3JJ - 3ii 

Rortuauwe Esc. 5*2 - 5^ 5j} - 5ft 5)J ■ 5*a 5ft - 5ft 5ft - 5ft 5ft - 5ft 

Spsresh Peseta 5)i - 5ft - 5ft 5^ - 5ft 5ft - 5ft - 5ft s - 4J2 
Storting 7ft - 6Ji 7 1 a - 7 7ft -7ft 7ft - 7ft N1 - 7ft 7ft - 7ft 

Swss Franc 1 l i - 1 ift - 1ft ill - 1ft ift - ift 'ii - 1)} US - iJI 
Canaden Dollar ik - 3ht 3^-3^ Vt - 3ft 3)1 - 3)1 311 - 3)) - 4^ 

USDotar 5ft - 5ft 5)l-5‘2 5)1 - 5ft 5H - 5)1 5^ - 5g 5)1 - 5JS 

kalian Lira 7ft - 6ft 6ft - 6jj 6S - Bft 6)1 - 6)J 6)3 - 6ft 5g - Si 

Japanese Yen fe - li 15 - ft ii - A ft - 13 A - 1! U - ft 

Asian SSlng 2ft - 2ft 3ft - 3ft 4 - 3ft 4ft - 4 4ft - 4ft 4ft - 4ft 

Start terra rates ore cal for the US Dob and Yen, otfmr mo dxye' nodes. 

■ THRU MONTH PBOR FUTURES (MATT) Paris Interbank offered rate 


One month Three months One year JP Morgan 
Rato 56 PA Rato 9t>PA 'Rato %PA Index 



Open 

Sec price Change 

High 

Low 

Esl vol Open Int. 

Dec 

9644 

9842 

-0.01 

96.45 

9641 

13.915 

39.697 

Mar 

9654 

9652 

- 

9655 

9650 

14,556 

30,532 

Jun 

06.05 

06.02 

- 

9686 

9681 

8.928 

25,490 

■ THREE MONTH EURCMIARK FUTURES (UFFHT DM 1m points of 100% 


Open 

Sett price Change 

High 

Low 

Esl vo< 

Open InL 

Oct 

96.61 

96.60 

- 

B65T 

96.60 

350 

4083 

Mar 

9654 

9654 

+0.01 

9655 

9652 

40752 

287994 

Jim 

9682 

0681 

+0.01 

96.03 

3588 

56061 

240580 

Sep 

9582 

9582 

+0.01 

9584 

95.79 

31809 

169831 

■ OME MONTH EUROMARK FUTURES (UFFE)- DM3m points of 100% 


Open 

Sell price Change 

High 

Low 

Esl vol Open bit. 

Oct 

. 

96.74 

- 

- 

- 

0 

265 

Nov 

- 

96.66 

-0.01 

. 

- 

0 

60 

Dec 

- 

9644 

- 

- 

- 

0 

740 

Jan 

- 

96.55 

- 

- 

- 

0 

50 


■ THREE MONTH EURO LIRA PUTURES (UFFE)’ LI 000m potiia of 100% 



Open 

Sett price Chraige 

High 

Low 

Est. vol 

Open InL 

Dec 

9382 

9382 

- 

9385 

9381 

10707 

95411 

Mar 

9448 

9449 

+0.02 

94.56 

94.45 

25757 

75277 

Jun 

94.92 

9489 

-a cm 

95.01 

94.88 

24989 

67512 

Sep 

95.07 

95.00 

-0.08 

95.14 

9488 

16069 

45927 

■ THREE MONTH EURO SMS8 FRANC FUTURES (LUTE) SFrlm prints ol 100% 


Open 

Salt price Change 

High 

Low 

EsL vol 

Open InL 

Dec 

98.16 

9855 

+089 

98.26 

98.14 

14427 

67830 

Mar 

97.95 

8883 

+087 

9884 

97.94 

9684 

35241 

Jun 

97.70 

97.78 

+087 

97.78 

97.70 

2424 

18302 

Sep 

9785 

97.58 

+0.07 

9788 

97.55 

270 

11077 


■ THREE MONTH EUROYEN FUTURES (LI FFE) VIQQm points Of 100% 

Open Sett price Change High Low EsL uoi Open inL 
Dec - 9943 --- 0 n/a 

Mar - 9959 -0.01 0 rVa 

Jut - 99.32 +0.01 0 rt/a 

■ THRU MONTH ECU FUTURES (UFFE) Eculm points at 100% 



Open 

Sett price Change 

wgh 

Low 

Est. vol 

Open int 

Dec 

9559 

95.57 

- 

95.59 

95.57 

550 

10981 

Mar 

95.50 

95.49 

- 

95.51 

9548 

422 

601 5 

Jim 

95/46 

9545 

- 

95.47 

95.45 

409 

3488 

Sep 

95.41 

9588 

-0.01 

95.41 

9589 

270 

4046 


* UFTt fisurae also tredsd on APT 

■ EUROURA OPTIONS (UFFE) LI 000m points of 100% 


Sh*e 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS - 
Mar 

Jun 

9375 

080 

080 

1.19 

0.13 

0.08 

0.05 

9400 

0.06 

088 

087 

086 

0.09 

0.08 

9425 

082 

0.40 

0.76 

0.45 

0.16 

0.12 


EsL voL total Cate 13883 pm 2333. PrevtouB day's open Ml. Cals 122673 Pub 46793 




C30SS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Sep 17 Bftr PKr Fffr • PM ’ E L ff NKr Ea Pta SKr Sfir 

Belgium (BFr) 100 16.44 1686 4.645 1.630 4730 5455 16.65 492.4 4 08.9 

' Denmark (DIO) 5452 10 B82B ZBZ7 0892 2565 28S8 1085 207.0 221.7 

France (FFr) 6143 1183 10 2877 1.124 2906 38S1 1207 3028 2518 

Germany (DM) 20.64 3806 3.350 1 0.378 9768 1.126 4855 1018 B489 

Ireland (10 54.84 10.08 &B95 2848 1 2585 2981 10.74 269.1 2238 

Italy (U 2114 0890 0844 0.102 0839 100 0.115 0415 10.41 6.645 

Netherlands (FI) 1883 3.381 2984 0.888 0835 887.1 1 2602 9027 7486 

Norway (NKl) 50.88 9.386 8884 2.468 0831 2407 2.77B 10 2506 208.1 

Portugal (Ea) 2081 3.745 3808 0984 0372 9808 1.108 3.990 100 9384 

Spain (Pta) 2445 4.510 0981 1.185 0448 1157 1.334 4805 1204 100 

Sweden (SKr) 4781 8.636 7.799 2821 0877 2268 2814 9414 235.9 1958 

Switzerland (SFr) 25.11 4832 4088 1817 0460 1188 1870 4.935 123.7 1027 

UK (Q 58.48 1079 9.519 2 834 1.070 2768 3.190 11.49 2888 2301 

Canada (C3) 2080 4.851 4881 1874 0481 1244 1435 5.168 1298 1078 

USA (5) 3680 8.732 5842 1.789 0868 1727 1891 7.173 179.7 1498 

Japtai (Y) 3088 5.804 4846 1472 0556 1437 1.857 5870 1498 1242 

Ecu - 40.48 7.452 6888 1880 0740 1914 2807 7.9K) 1998 165.4 

Dateih Kranor, Franch Fore. t+orwogWi Kronor, end S e te bi Kroner par 10; Briptan Franc. Van, Escudo, Urn and Pesras per ICO. 

■ IMiAIIK FUTURES (1MM) DM 125,000 per DM ^ ‘ ■ JAIWSEYEM 

Open 1 nurt ■ Change High Low Eat. vri Open int Open 

Dec 08883 08874 -00009 08694 08807 - 30898 58.301 Dec 08352 

Mar - 08705 -0.0010 - 0.5705 34 2188 Mar 08526 

Am - 0.5745 11 2,477 Jui 

■ SWISS FRANC wmiRES (IMM) SFr 125,000 per SFr ■ WjMjO RITII 

Dec - 06961 06930 -00035 06874 06922 15.654 37,735 Dec 18902 

Mar - 08995 -0.0040 - 08995 5 1.182 Mar 

Jim - 07104 - - - 1 711 Xn 


emerging m kts fx@ai g 


BE YEN FUTURES (IMM) Yen 128m per Yen 100 

Open Lriest Change High Low Eat vol Open Int 

08352 08415 +00068 08432 08346 14.422 70513 


UK INTEREST RATES 


LONDON MONEY RATES 

Sep 17 Over- 7 days One Three Six One 

right n orice month months months year 

Interbank Swrfng 7& - 6ft 7ft - 6{S ^ ® ** ' Vl J'r " laL 

Steifing CDs - " I»S *5* 7 * ‘ " h 

Tr wBu v RHa ■ ■ £i2 ■ 6}1 7 - 6^ 

Sms - ■ 1 B3-6H 6Ji-«ji 7A-7A - 

Lwta authotay daps. 6ft - 8ft 7 - eft 7* - 7ft 7ft - 7ft 7)1 - 7ft 7ft - 7* 
Dteaxmt Market deps 7 - 6% Bft - 5ft - - ■ ’ 

UK clearing bank base ferafcig raia 7 per cent from Aug 7. 1997 

1*5 to 1 1-3 3-6 M 9-12 

month month montfia tnontfia niOBffii 

Certs ot Tax dep. (E100JMOI 2ft 5ft ■ 5 5 4ft 

m Tn rim undv £100.000 Is 2^>pc. Ospoaiti wnhetown tor cash iMpc. 

S?bl«Ste dtaSSiSrSp-ia? eSrrapc- Boaoi w«itai Mnm tota 

no ioq 7 AnMtafi rale fv pgriod Sap 3*. 1W7 to Oct 2S. IWf. Schama Dl ft fi Opc. 

TlaartoZva i»7. ad*™, vev 7829pc. 

Houee Base R»« Tftpc bom Sep 1. IWr 

■ Tfffl FF MONTH STMBLUW FUTURES (UFFE) £500000 points of 100% 

Open Sett prtee Change ^ Esl vot- Open tot 

See 9274 92.74 -081 92.76 92.74 8334 88582 

S S!74 9265 -088 9275 9283 75S79 138857 

9280 -9271 -007 92.84 9289 89711 111870 

TT St, B280 -008 9296 9279 47381 85452 

S Soi XSB -0.07 93.08 9290 20867 61060 

Atao traded on APT. Al Open knemri figs are tor previous day. 


Mar 

08526 08530 +08070 08535 

08526 

15 

798 

Jui 

08574 

- 

08580 

112 

165 

■ STKRUDfQ FUTURES (IMM) £62^00 per £ 




Dec 

18902 1.5934- +0.0032 18950 

1.5836 

5,738 30.586 

Mar 

18880 +0.D034 1.5900 

- 

8 

228 

Jun 

18830 +08036 18830 

- 

52 

27 

EMS EUROPEAN CURRENCY UNIT RATES 


Sep 17 

Ecu can. 
rales 

Rate 

agatftst Ecu 

Change 
on day 

% +7- from 
can. rata 

% spread 
v weakest 

Dhr. 

ted. 

lrataotl 

0.798709 

0.741031 

+0.000662 

-7.15 

10.12 

48 

Italy 

1906.48 

1918.17 

+1.71 

081 

•183 

-4 

Finland 

585424 

589714 

+0.00842 

0.73 

180 

-5 

Portugal 

197898 

190.779 

+0059 

181 

183 

■ -8 

Spate 

163828 

165878 

+0815 

185 

088 

-9 

Danmark 

784555 

7.48298 

+0.00053 

187 

087 

-13 

Netherlands 2.1B979 

281341 

+0.00046 

2.01 

083 

-15 

Germany 

183573 

186553 

+0.00022 

287 

0.18 

-20 

Austria 

138485 

138319 

+0 

289 

ais 

-15 

Belgium 

3a7191 

408578 

+08057 

2.11 

0.13 

-15 

France 

6.45863 

6.60387 

+080246 

2.25 

080 

—IS 

NON ERM MEMBERS 






Greece 

2B5869 

310472 

+0209 

5.15 

-2.70 

— 

UK 

0.783103 

0.693649 

-0801292 

-1284 

1681 

- - 


M SHORT STERUHCI OHPTKHtS (UFFE) £500.000 pobita Of 100% 

owa* — CALLS - PUTS ,IMI 

Sep Dec Mar Sep Dec - Mar 

ojuso n 9A 020 080 O 085 009 

^ b 005 015 081 015 0.19.. 

SS o O.OI 006 026 038 085 

ax. «L MUL cm 24800 Putt 17im Prerious days open tec. C<ds 220622 Pura 2233+0 


Ecu cml rates M by toe Bsopran Conmoaion. CwrenciH are ki descardtag irietera arenotli. 
FtacnsQs danpea as tor Ectc a postm charga denotea a weak curancy JDMmancs show* Bis irito 
betaraan tea aprakte iha ptBoanaga dflare s ar briwan the acturi raft aid Ecu central rates tar a 
cmsnq. id B» mariraum pamtaradptaca M fladaibtonaf tha carancyli Btartral rate team teECu 
carMiefe. 17W92: Saartng atopandsd kora B04. Ar^atraari cakabad Gy tin Rnandri Tknaa. 

■ PfELAPBJWA SR C/S OPTIONS E31 850 (cents per pound) 

Strike CALLS PUTS 

Price Oct Nov Dee Oct Nov Dec 

1890 180 262 203 180 287 280 

1800 181 2.19 256 181 286 385 

1810 098 1.78 220 243 385 483 

Previous day’ll vol. Cate ivaPuanfe. fto*. day's open bn, Crita nta Pure nfe 

m PWmUMELPEBA SM P-MAWCrtS OPTIUWS-DMS2JS00 (S per DM? 

Strike ' CALLS PUTS 

Price Oct Nov Dec ' Oct Nov Dec 

0889 182 1/42 1.64 081 070 087 

0iS66 073 ' 1.13 1.41 061 082 1-09 

0570 O.JQ 080 1.15 0.89 1.16 184 

Previous day's voL, Cats tva nes nta . FYa». day’s opan Int., Crib n fa Puts nfe 


■ THREE MONTH EURODOLLAR (IMM) Sim points of 100% 


AIG 






base lending rates 


Adam A Company 7J» 
Allied fcish Bank (GB) 780 
•Henry Ansbacher 780 
Bankol Banda 780 

Banco BBbeo Vtzcays 7.00 
Bark of Cyprus 780 

Bar*, of Ireland 7.00 

Bar* of India 7.00 

BankofScoDand 7M 
Barclays Bank . 7.00 

BtitBkofMdEaBt . 780 
•BowSte^r&CoLU 780 
CttankNA 780 

Clydesdale Bank 780 
The Co-operaWB Bar*780 
CouttsSCo 7.00 

Cypres F'opUfar Bank 780 


Duncan Lawrie 7.00 
Exeter Bank Unified 080 

Ftnancb & Eton Bank SOO 

•Robert Fterteifl A Co 7.00 
Sii+ ww Mahon 780 
l^bto Bw* Afi Zurich 7.00 
•HambrtBBank 780 
Heritable & Son Inv Bk.7 00 
C Horae S Co 780 

Hongkong a Shanghai 780 
bweerac Bank 4 L«K) Uf7.00 
Mbit Hodge Bo* 780 
■Uopckl Joseph A Sans 780 
Lloyds Bank. . 780 

MtfcmdBar* 7.00 
NHWeesnrmer 7.00 
■FtoaBrolhen 700 
RgyalSfc of Scotland 7.00 


Sajtfch Wirtows Bar* 7.00 
•Singers Friodbnder 7.00 
•anthliMfensn Secs 780 
Sun BenUngCorpLtaf 7.00 
TSB 780 

LWted Bar* of KuwerL 780 
UrttyTntft Bank Pte 780 
Whbaway Laxffew 780 
VcrtrahteBark 780 

• Manbwa cf London 
limsantreBanfang 



Open 

1 mma 

Change 

High 

Low 

Est uof Opan fetL 

Dec 

9420 

9421 

+0.02 

9422 

94.18 

171812 

590,720 

Mar 

94.14 

94.15 

+083 

94.16 

94.12 

188,782 

403248 

Jun 

9486 

0487 

+082 

9488 

9483 

121845 

295A7B 

■ US TREASWnr BILL raiURSS (IMM) Sim per 100% 



Dec 

9487 

9489 

+0.03 

9580 

94.96 

524 

4859 

Mff 

9580 

9580 

+083 

95.00 

9489 

43 

1,894 


.* In atiwnisbaiofi 


Al Open totewar (p are for prevtoui day 

■ EWtOMARK ORIKWB (LIFFE) DMIm ports of 1QO% ' 

Striks CALLS PUTS 

Price Oct Nov Dec Mar Oct Nov Dec Mar 
9800 0.44 0/45 0.46 082 0 0.01 082 088 

9625 -081 022 023 016 0J32 003 084 017 

9650' 083 085 087 085 089 0.11 013 081 

S67S 0 001 001 082 081 032 032 0/53 

9700 0 0 0 081 OJ56 056 088 077 

Eat. VOL total. Cali 4530 Pt» 129M- Previous day's open taL. Cats 236973 Puts 210248 
m EUTO SWISS FRANC OPTIONS (LBTq SFr 1m pokre Of 100% 


Strike 

FWC8 

Dee 

- GALLS - 
Mar 

Jtm 

Dec 

- PUTS ~ 
Mar 

Jtm 

9850 

086 ' 

088 

087 , 

031 

OSS 

0.78 

9875 

002 

004 

003 

052 

078 

1.00 


Jufy Kazakhstan 
Sept Moscow 

as abbess centre 
Oct Maoedona 
Oct Sovakia 
Nov GzechRepubGc 

For further information on 
advertising, 
please contact; 
Patricia Surridgte 
Tel: +44 171 873 3426 
Fax: +44 171 873 3204 

« jew enol Rsaaelsl Ttaa repiaaecutlw 


COMBAGNIE HANCA1RE 
FRF 800 000 000 
FLOATING RATE NOTES 
DDE 1997 

1SIN CODE : XS00282S7315 

For the period 
September 17. 1997 to 
December 17. 1997 
the dtw rate has been fixed 
at 3.40625% PA. 

Next payment due : 
December 17, 1997 
Coupon nr : 29 
Amount: 

FRF 86.10 fhrihe 
denomination Of FRF 10 000 
FRF 861.02 for the 
denomumdoa of FRF 100000 

THE PRBCffALPAYBVG AGENT 
SOGOETBGBNEBALE 
BANKtTROSrSA,UKHMBOllBC 


SOCIETE GENERALK 

FRF 500 000 000 Snbordhnted Floating Rate Notes due 2001 
ISIN CODE : XS0032089822 

For the period September 17, 1997 to December 17, 1997 
the new rate has been fixed at 3.4^875 % PA. 

Next payment date : December 17, 1997 
Coupon nr : 27 
Amount : 

FRF 17S36 tor the denotmoadon of FRF 20 000 

THE PRINCIPAL PAYING AGENT 
SOCIETE GENERALS BANK & TRUST SJL - LUXEMBOURG 


N.V. 

NOTES 


For the period September 17, 1997 to December 17. 1997 
the new rate has been fixed al 22.28 1 25 % PA. 

Next payment date : December 17. 1997 
Coupon nr : 19 
Amount ; 

FRF 5 632.20 for lhe denomination of FRF 100 000 
FRF 56 322.05 for the denomination of FRF 1 000000 

THE PRINCIPAL PAYING AGENT 
SOCIETE GENERALE BANK Sc TSUSTSA. - LUXEMBOURG 


Esl «eL tonal Cals 0 Pas 0. Pimam day's open fro., Cate 2350 Puts 2319 









Pechiney to restart idle capacity 


By David Owen in Paris 


Pechiney, the French 
aluminium and packaging 
group, expects to restart all 
125.000 tonnes a year of its 
idle alu mini um production 
capacity - the equivalent of 
a medium-sized smelter - by 
the end of next year. 

Jean-Pierre Rodier, chair- 
man. made the announce- 
ment yesterday while unveil- 
ing more than doubled 
first-half net income of 
FFrl.03bn (Sir 3m) - an 
improvement attributable 
largely to capital gains from 
disposals and a lower 
income tax bill. 

Earnings from operations 
rose a more subdued 11 per 
cent from FFrl.47bn to 
FFrl.63bn. Net income In the 
first half of 1996 amounted to 
FFr426m. 

Mr Rodier said Pechiney 
would restart 40.000 tonnes a 
year of idled capacity this 
year and thought U would be 
able to operate at full capac- 
ity by the end of 1998. 

He said there was a strong 
suggestion that "we are 
heading progressively 
towards a situation that will 
be extremely tight on the 
market. Even if all [idle] pro- 
duction capacity is restarted 
at the end of 1998, all condi- 


tions are there for alumin- 
ium prices to remain at sus- 
tained levels." 

Yesterday's market 
response was relatively sub- 
dued, with three-month alu- 
minium prices on the Lou- 
don Metal Exchange easing 
from $1,609 to $1,604 a tonne. 

Notwithstanding the 
restart announcement. Mr 
Rodier made clear there was 
still a question mark over 
Pechiney’s 125.000 tonnes a 
year Saint Jean de Mau- 
ri enne smelter in the French 
Alps. “We have high hopes 
of avoiding a closure, but it 
is only high hopes, hot a 
decision," he said. 

The factory's future has 
been placed in doubt by Mr 
Rodier's decree that all 
units, of whatever size, must 
achieve a return on capital 
employed of more than 11 
per cent 

First-half net income 
included capital gains of 
some FFr560m arising from 
the sale of interests in Car- 
bone Lorraine, an electrical 
component specialist, and 
Carbone Savoie. The group’s 
income tax bill fell from 
FFrS46m to FFrl86m. Sales 
advanced from FFr32Libn to 
FFrSROlbn. 

The aluminium division 
was, narrowly, the largest 



London 
clears less 
gold in 
August 



By Kereieth Gooding, 
Mining Correspondent 


Jean-Pierre Rodier Pechiney could be operating at foil capacity by the end of 1998 go* i 


component in the company's 
operating earnings, contri- 
buting FFr768m. against 
FFr€34m a year earlier. 

Packaging contributed 
FFr7 22m. compared with 
FFr65lm, and international 
trade FFr206m against 
FFrl74m last time. 


The company said the 
implementation of cost 
reductions under its ambi- 
tious “Challenge" pro- 
gramme had proved to be 
“highly satisfactory^. 

As at June 30 1997, cost 
reductions in terms of con- 
stant 1995 French francs 


totalled FFrLSbn on a full- 
year basis. This was equiva- 
lent to 47 pc cent of the 
final objective of FFr3£bn - 
or 20 per cent of total costs, 
excluding raw materials - 
by the end of 1998, a figure 
adjusted for the sale of the 
group's food cans division. 


Gold falls on central bank rumours 


MARKETS REPORT 


By Sfiarmila Devi 


Speculation about possible gold sales 
by a central bank pushed the price 
close to recent lows during the day, 
before recovering slightly at the 
afternoon fix to $320.45 a troy ounce, 
down from $321.00 a day earlier. 

Yesterday morning's price of 
$319.95 came perilously close to 
August’s 12-year fixing low of 
$318.95, which was reached after the 
Reserve Bank of Australia sold 167 
tonnes of the metaL Several Euro- 
pean banks yesterday either denied 
they had sold or refused comment 

Analysts said they would welcome 
another large sale given a tightening 
in supply. Gold demand hits a peak 
in the run-up to Christmas so “cen- 


tral banks need to sell”, said Nick 
Moore, at Flemings Global Mining 
Group. “Mines are closing and 
growth in new mines is only 
between l and 1.5 per cent over the 
next year. At present prices, produc- 
ers are under pressure and demand 
for jewellery has never been better." 

In the short term, gold is set for a 
bearish run, while the long-term 
trend points to sideways moves 
within a narrow band, according to 
Maxie Islam, at Amalgamated Metals 
Trading. 

Traders in aluminium shrugged 
off news that Pechiney planned to 
restore production capacity. 

“Assuming all idle production 
camw on stream, there would still be 
a shortfall of 300.000 tonnes." Mr 
Moore said. “The market is strong 
enough to bear reactivation and is 


not about to snatch defeat from the 
jaws of victory." Aluminium closed 
up $5 at $1,614 a tonne. 

Copper came under supply pres- 
sure, with stocks rising by 1,950 
tonnes yesterday and more supplies 
expected. The premium of future 
prices over cash prices hit the $30 
mark and was attracting more 
metal, said Mr Moore. 

“Copper stocks have crossed the 
Rubicon from deficit to supply," he 
said. “The bleating of the bulls is 
getting less strident every day.” 

Mr Islam saw prices failing in the 
long-term, although he said indica- 
tors were divided over short-term 
prospects. Chinese players were not 
expected to take advantage of the 
lows until the cash price fell to 
$2,000. Copper closed off the day’s 
low of $2,052 a tonne at $2,081. 


Analysts said lead fell to the 
Important trend lira of $619 a tonne, 
consolidating bearish forecasts. 

Sugar rose slightly. In spite of 
European Union approval for the 
export of a higher than expected 
864&0 tonnes of white sugar. 

Analysts said the market had fac- 
tored in an ann o uncemen t from the 
US Department of Agriculture, 
which set the annnaj quota for raw 
sugar Imports at 1.8m tonnes for 
1997-1998, down from 2.1m tonnes for 
the previous year. In London, the 
most active December sugar future 
rose to $317.50 a tonne. 

The arrival of rain in Brazil 
prompted uncertainty about the new 
199849 coffee crop, despite a cut in 
the forecast crop total, and pushed 
the November contract down by $19 
to $1,486 a tonne. 


COMMODITIES PRICES 


BASE METALS 


METAL _ 

(Press tom Amalgamated Metal Trading) 
■ ALUMINIUM, Wl 7 PURITY (S per tome) 


Precious Metals continued 

■ GOLD OOMEX (100 Troy or.; S/troy oz.) 


Sett Day's Opto 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes; £ per tonne) 


SM Day's 


SOFTS 

■ COCOA UFFE (10 tome* E/torew) 


Sett Oar's 


MEAT AND LIVESTOCK _ 

■ LIVE CATTLE CME (4O0OOlbe: canta/tbs) 


Mi Daft Orm 


Close 
Previous 
HjgMow 
AM Official 
Kerb dose 
Open bit 
Total daffy turnover 


Cash 

1595.5- 98.5 

1590.5- 91 j5 


3 adits 
1615-150 
16080-090 
1618/1601 
1805.5-06.0 
1614-15 



price 1 

otnago 

** 

tew 

M tel 


prim dungs HR 

Unr 

1M 

lot 


prim cDoogo Hgfa 

Low 

VW tat 


MeectaRM fflgti loot Vet 

U 

Sw 

32X4 

-0£ 

- 

_ 

37 

Sop 

8600 

-X75 

_ 

_ 

_ 

s 

S«P 

1096 

-IS 

1124 

1115 

IB 156 

Oct 

6XSSD+0.12S 6X515 6802510090 

23JS0 

Oct 

.uno 

-00 

321.7 

32X5 

2096 11013 

NR 

8X10 

-a» 

88 50 

8800 

69 

3002 

Dee 

1132 

-18 

1165 

1122 2048 51048 

Doe 

69050+0025 69:425 09.125 9.768 

31042 

Doe 

3220 

-0.6 

3240 

3210 40.450 1160k 

Job 

90.00 

-075 

9000 

9000 

242 

2059 

Mta 

1155 

-10 

1186 

1147 

857 47012 

Fri) 

72025+0000 72100 71000 1090 

1X444 

Fee 

32X5 

-00 

3240 

3230 

707 1X421 

Mv 

92.00 

-075 

9200 

9200 

169 


Buy 

1172 

-19 

1194 

1167 

102 Ttmi 

*■ 

74J7S+02S 74000 74000 1047 

8080 

te* 

32X1 

-00 

32X0 

3240 

86 X4Q2 

tea 1 

9400 

-X75 

94J0 

94.00 

52 

1026 

M 

1186 

-19 

1161 

1161 

4 8,708 

Jm 

71025 +ft175 71025 71000 622 

6067 

Jn 

Total 

3Z70 

-0.B 

3270 

3Z7.0 

5 8094 
4303020X520 

M 

Total 

9X00 

-are 

“ 

- 

552 

128 

900 

Sep 

Total 

1200 

-18 

1220 

1196 

145 11063 
3010173064 

ToH 

71025+0075 71.150 70950 174 
25017 

1060 

*3060 


■ PLATINUM NYMEX (50 Troy eg; S/toy cgj 
M 4213 -02 422.0 4185 1.406 9274 


■ WHEAT CUT RflOPbu min; centateOto taahoQ ■ COCOA CSCE (10 tames Stoma) 


■ LEAN HOGS CNE (40JXXHbs: centa/tas) 


Ctase 

1412-14 

1442-43 

Previous 

1405-15 

1435-40 

FSgMow 


144571432 

AM Offidri 

1400-05 

1434-35 

KertJ ctoso 


1440-15 

Open Int 

XOB3 


Total daffy tumovw 

1061 


B LEAD © per tome) 


Close 

612.5-30 

6230-40 

Previous 

631-32 

641-410 

HigMow 


633/616 

AM Official 

609-10 

616-20 

Kerb dose 


619-20 

Open Int 

31.755 


Total daily twnwar 

12000 


B NICKEL (5 per tome) 


Close 

6360-70 

6460-70 

Previous 

631X20 

6415-20 

WgWtow 


6495/6420 

AM Official 

8324-25 

6425-30 

Kero close 


6470-75 

Open int 

51040 


Total daffy twnowr 

19016 


B TIN (S per tonne) 



Close 

5435-45 

5490-500 

Praviouc 

5445-55 

55OO-10 

High/low 


5550/5460 

AM Official 

5435-JO 

5485-90 

Kerb dorse 


5545-55 

Open inL 

14.476 


Total daffy tunow 

4,179 


B 23NC, opeetal Mgti grade (S per lonnte 

Ck»e 

1815-20 

1402-04 

Prevkjus 

1625-30 

1415-18 

HlghAow 


141571333 

AM Official 

1806-07 

1406-07 

Kerb ctos« 


1410-11 

Open int 

81.327 


Total daffy turnover 

37.454 


B COPPER, grade A B per tonne) 

Close 

2035-37 

2066-67 

Previous • 

2042-43 

2072-73 

High/low 

2037.5 

2068/2052 

AM Official 2038.5-370 

2086-87 

Kerb dose 


2081-82 

Open biL 

145026 


Total dally turnover 

71.456 


B LME AM Official E/S rates 10998 


0d 421.3 -02 4220 4105 1.406 9274 

Jan 41 1J -07 413J) 4090 193 3007 

Apr 4043 -07 4024 4020 4 614 

M 4003 -0.7 - - 1 3 

Total 1JB4 1X496 

■ PALLADIUM NYMEX (100 Tray oz.- S/troy cgj 

Sap 190.70 -225 19100 19275 38 260 

Dec 18020 -1.75 18920 166.10 258 1155 

Mar 18520 -175 - - 2 323 

Jrii 164.70 -1.75 - 107 

Totol 296 18(5 

■ SR.VBI CX3MEX (5000 "toy az; Cwts/troy ot) 


Sep 

96100 

♦100 36100 35400 

119 

230 

Dee 

1668 

-at 

1693 

165612043 41.112 

Od 

71000-003 71050 71.075 4511 

14.137 

Dae 

373.75 

+105 374.50 38600 13006 61073 

Mar 

1702 

-30 

1722 

1695 2014 28068 

Doc 

67025-0025 67000 67.150 2073 

10.113 

Mr 

387.75 

+100 38800 36200 

3041 

23088 

•tey 

1723 

-27 

1738 

1725 

2* 12075 

foe 

6X775-0.400 68050 6X675 

387 

3,738 

aoy 

39X50 

+100 3M0O 38600 

591 

4025 

Jri 

1744 

-26 

1763 

1748 

15 3028 

Ar 

62550 -0.100 61000 62500 

62 

1073 

Jri 

39100 

+200 39100 38X50 

478 

9071 

a* 

1762 

-26 

1778 

1776 

- 4099 

Job 

67075-0000 67000 67000 

81 

947 

Doe 

40400 

-1X0 40X50 404.00 

219 

1062 

Doc 

1779 

-2B 

1783 

T7B2 

- 6046 

Jri 

6X559+0.100 6X950 6X400 

11 

676 

Total 



1UGB 101,709 

Total 



- 

' 1501610X491 

Tetri 


7.140 

81045 


M MACE CBT (5,000 ixi min; cents/56It taflheO 
Sap 26150 +075 26X50 26275 2099 1123 


Sap 456.1 -0.4 4594 4554 27.7Z7 417 

Dec 4605 -1.0 4640 4574 4480 54472 

Jm 4614 -1.1 2 22 

■ar 466.9 -14 4704 4644 561 11488 

Kay 4704 -14 - - 20 1216 

■M 4744 -1.9 6 2380 

Total 28483 78406 


Sop 26340 +0.75 26540 26245 2499 2123 
Dae 26175 +075 26545 26225 45464169479 
■tv 27240 - 27440 Z7140 5.657 57449 

■ay 27740 - 27875 276.00 1.145 11622 

Jd 28075 - 28240 27975 1493 24494 

Sap 27425 +140 27540 27125 127 1,776 

Total 6X179 3HUM 

■ BARLEY UFFE (100 terras; £ per tonne) 


■ COCOA (1CCCT (SOFTa/Tomc) 

Sap IS Pita Pnr. day 

Daffy 131140 127121 

■ COPES UFFE (5 tonnes: S/tonne) 


ENERGY 

■ CRUDE OIL WYMBt (1,000 barrels. S/bwreQ 
Latest Oafa Opea 


Sep 81.00 -040 19 

Dm 8340 -040 8105 8340 88 1.115 

Jon 8540 -025 85.00 85.00 33 731 

Bar 8X75 -025 6740 8740 37 315 

Bay 8a00 -025 23 

Total IS UOt 

■ SOYABEANS C87 (XOOObl mb; C04&6G8) htteQ 


Sep 1476 -17 1405 1470 304 1.103 

Nnr 1432 -13 1510 1405 3424 1X494 

Jan 1510 -7 1530 1487 1,114 8700 

Mar 1505 -8 1525 1494 528 3459 

May 1505 -6 1508 1500 23 503 

Jri 1505 -8 1506 1508 I IS 

Total STM 32480 

B UJflLL tT CSCE (37400 ftw; cents**) 


■ PORK BELLES CME WOOPtw; certtaflbs) 

M 6X751-1.425 68400 66475 882 4430 

Iter 68425-1.775 6X700 6X400 43 426 

Hay 6X975-1.175 6X700 6X075 1 88 

M 6X650 1 31 

Ml 67450 2 10 

Total 337 5,102 


LONDON TRADED OPTIONS 

State* price t tonne — Cafa — —Puts — 


B ALUMB0UM 
(99.755) LME 


Jan Oct Jan 


1943 -006 1X67 1X43 5X103 76494 
1X66 -4.6B 1X79 1957 22469 69432 
1X71 -048 1X84 1X63 22469 54.1 31 
1X77 -046 1X81 1X67 3498 35409 
1X60 -044 1X82 19.71 564 16.449 

1X78 -047 1940 1X75 649 104*3 

140290 41 XffiB 


80140 +1940 61540 779.00 2.199 1149 
64440 -175 64740 64075 41421 94.110 
64X25 -240 64X00 64100 4234 22,788 
65125 -325 65440 64840 1401 9499 
85625 -325 65940 654.00 905 7,109 

66240 -440 66540 65840 892 8433 

5*401 14X983 



19400 +650 194 DO 18X00 22 215 






Dee 

17345 +X75 17X75 <6905 5.773 1X881 






Hr 

16600 +&50 16100 15605 1056 4026 

ifisn 





•te 

Jri 

153J5 +X70 15405 < 50.00 171 1.792 
14700 +505 14705 <4400 387 1007 
14025 +565 14640 <40.40 7 448 

■ COPPER 
(Grade A) LME 

Oct 

Jan 

Oct 

Jm 

Triri 

740 22069 






■ Utri+fcfe (ICO) (US cents/pound) 

2150 

<3 

73 

90 

128 


LME CloainB E/S rata; 1-6020 

Srt 14991 3 WE 14932 6 BdB 14677 9 eOs 14831 


Total 140290 41 XffiB 

■ CRUDE OIL IPE(S/temri) 

Latest Day's Opaa 

pries change Ugb Low Vd tat 

Nov 1X54 -044 1X67 1X50 8435 7X768 

Dec 1864 -044 1X78 1X61 2474 23562 

Jan 1X68 -047 1X79 1X66 1416 19472 

Wi 1X69 -047 1X78 1X67 421 7.486 

Bar 1XG5 -006 1X65 1X63 510 1842 

Apr 1X66 - 2403 

Total afli rik 

■ HEATING OR. WHEt (42000 US CAB 9*1) 

Latest Bay's Open 

price dnn|e ffigb In W U 

Oct 5136 -050 54.10 5115 27436 40.753 

Mov 54.45 -054 5X20 542S 11462 31.358 

Dec 5556 -047 5630 5X40 6485 21713 

J» 56.45 -032 5X90 5X25 1001 210B3 

Feb 5X65 -032 57.10 5640 1452 12473 

Bn 5X20 -032 5X60 5X20 916 1730 

Total 82,142154443 

M GAS OIL PE [J/tonnei 


■ SOYABEAN OR. CBT (60.000tis cents/fci) 


SOp 2340 .022 2340 2136 128 430 

0d 2184 +0.18 2190 2140 6478 16587 

Dec 2442 +019 3440 2176 2X406 45.874 

Jan 2440 +020 24.47 2335 1600 13342 

Ibr 24.05 +019 3470 2435 1.717 8435 

Bay 2442 +022 2442 2435 367 1G95 

Total 39523 SL707 

B SOYABEAN MEAL CBT (100 unKSto* 


sap W Prw. day 

Comp, daby 127.14 12X67 

15 day awraae 135.65 13552 

■ WHfTE SUGAR UFFE (50 tomes; Srtome) 


■ COFFEE UFFE Nov Jwi Nov Jan 


Dec 

3170 

-0.1 

3180 

3160 1.081 10043 

Ibr 

3210 

+0.7 

3215 

320.0 

507 14.048 

bbj 

3234 

♦10 

32X5 

322.1 

195 2.706 

Abb 

3234 

+1.7 

322.7 

3227 

50 1076 

Od 


+1.7 

31X0 

31X0 

22 2025 

Dec 

Triri 

3190 

♦1.7 

- 

~ 

- 122 
10* 3100 


1450 

81 

145 

38 

1900 

56 

118 

64 


36 

98 

94 

B COCOA UFFE 

Dec 

Mar 

Dec 

1075 — 

86 

127 

28 

1100 

09 

112 

37 

112S. 

56 

98 

49 


Sip 274.7 *ZB 27X3 271.0 11774 1276 

Od 22X6 -0 1 231.0 22X7 7.408 21247 

Dec 21X8 -2.5 2110 21X1 11.214 44,107 

Jaa 20X0 -10 20X0 2D4.8 2023 11302 

Bn 1993 -13 2020 19X0 1308 11,036 

Hay 1983 -14 2005 1930 609 9.19* 

Total Z805B HX4» 

B POTATOES UFH: (20 tonnes: E per tonne) 


B SUGAR *41’ CSCE (11100Qfc3: cents/lba) 
Oct till +X02 1133 112511.772 917 


B MGH GRADE COPPER (COME7Q 


SOB Ory's Open 

price cbonga Wp Low Vd ka 

9355 +0.15 93 90 9100 1290 1087 

93.90 +0.15 94.10 9235 833 3.133 

9455 +020 94.65 9360 143 1.758 

9500 +X15 9550 3130 6286 3559 

95.10 +005 - - 79 937 

9520 -005 9180 9480 50 979 

1X753 33,136 


PRECIOUS METALS 


■ LONDON BULLION MARKET 
(Prices supplied by N M Rotteduld) 


GeldfTroy OZI S pne» C equiv SFr eqiffv 
Close 32050-321.00 

Opening 320.10-33140 

Morning fix 31X95 20026 46X07 

Afternoon fix 320.45 200.01 46X90 

Day’s High 320.6M8l.t0 

Day's Low 32O3M2065 

Piwous 32X70-321.10 

Loco Ldn Mem Gold Lendbtg Rates (Vs US$ 

1 month... 245 6 months .2.68 

2 months 2.61 12 months 1 1 

3 months 5.68 


20026 46X07 
200.01 46X90 


Latau Otyte Open 

prtx ebaoge dpi lav W B 

Oct 16X25 -0.75 167 35 16X75 5685 27.233 

Nov 167.75 -1.00 16900 167.50 1172 140Q9 

DOG 16X75 -100 171.00 16X50 1030 17.108 

Jaa 17100 -075 J7Z2S 17125 451 11374 

Feb 17225 -1.00 17175 17200 2 5 6.968 

Mar 17125 -125 172.50 17125 92 4035 

Total 17090 94086 

B NATURAL GAS PE flflOQ Harm peace pet tana) 

Od 1X960 -0.010 10.960 10000 50 1,195 

Bov 11150 +4050 13.150 13.100 75 SO 

Total 600 9^95 

fl NATURAL GAS fffMEX (10000 omfltt: SfannBlHJ 


ftnr 

620 

- 

- 

- 

- 

7 

Bar 

920 

+40 

- 

— 

- 

- 

Apr 

1120 

♦40 

1150 

1110 

22 

1.182 

»*te 

1240 

♦40 

- 

- 

- 

2 

Jm 

1360 

+40 

- 

— 

_ 

_ 

Trial 





2 

1,191 

■ FREIGHT (BIFFBQ UFFE (SlOfindex pomt) 

Sap 

1285 

_ 

1280 

1230 

12 

425 

Od 

1410 

♦13 

1410 

1400 

57 

1.645 

»w 

1463 

+13 

- 

- 

- 

46 

Jan 

1460 

+20 

1460 

1460 

2 

490 

Tetri 

Ctae 

nw 



101 

2799 

■n 

1261 

m 






Od till +002 1123 112511.772 51732 

Mar 11.60 -001 1103 11.7714083 8X450 

Bay 11.86 -a 02 1108 1102 1017 24757 

Jri 11.68 -401 11.69 1104 946 15008 

0d 11.67 +0.02 11£7 11 63 458 11130 

Bar 1105 +003 11.62 1102 25 1181 

Trial 2X301191017 

B COTTON MYCE (M,0QQtbg. oenta/tae) 

Od 7143 +413 7152 7161 1266 4.708 


B BRENT CRUDE 
IPE NOV 

1800 74 

1850 48 

1900 28 


Doc Nov Dec 
101 23 38 


LONDON SPOT MARKETS 

■ CRUDE (ML FOB (per bard) +or- 


7143 +413 71 ST 7201 1266 4,708 

7154 -003 7306 7151 7,669 477 12 

74.65 -005 74.75 7400 930 14203 

7503 -005 7X15 7400 449 6042 

7X75 -401 7X80 75.40 726 S IPS 

7X70 +015 - 5 616 

11011 8X344 

IGE JlffCE NYCE (150OObj; cantatas) 


Dubd $1703-7:88* -0.165 

Brent Blend (dated) $1X18-804 -000 

Brent Send (Nov} 51X60-8 62 -0.175 

W.TJ. S19.860.7Dw -XI 7 

B Ott. PRODUCTS WWEpranid: Oeteery OF (tare) 


PULP AND PAPER 

■ PULPBt OMLX (56. 24 ar dry tons) 


6905 -025 7005 6800 380 18055 

71.95 -025 7175 7100 144 X134 

7400 -0.40 75.75 74.60 168 5072 

77.75 -040 7X50 77.50 46 1,482 

6000 -445 6X10 8005 31 685 

8200 -445 - - 274 

188 3X070 


Premium GsEoOne $219-221 

Gas 04 5167-108 

Heavy Fuel 09 S94« 

Naphtha $190-191 

Jet fuel $183-184 

®d Si 73-175 

NATURAL GAS (pencefthenri) 


Rio Tinto iron ore 
mine to go ahead 


Rio Unto, gf 

Y^idicoogina mine wfll t 


Some of the firs went out of 
fiie gold market in August 
after the turmoil in July, 
when the price fell to a 
12-year low. 

The volume of gold 
cleared in London, the inter- 
national settlement centre 
for gold bullion, was 32$m 
ounces a day, worth Sl0.7bn, 
compared with 37m ounces 
a day, worth $12bn in July, 
according to the London 
Bullion Market Association. 

Chris Elston, die# execu- 
tive of the LBMA, pointed 
out that the gold price 
moved in a relatively nar- 
row range last month, 
between $327.70 and 8319-35 
an ounce, and there was also 
a marked fall in physical 
demand, partly because of 
the northern hemisphere 
holiday season. 

In addition, consumers 
had met most of their 
requirements daring the 
higher levels of trading ear- 
lier in the year. 

“There may also have 
been a reduction in Asian 
demand as currency depred- 
ation there pat the gold 
price higher in local cur- 
rency terms and some dis- 
hoarding was evident,” he 
added. 

The T3MA started report- 
ing clearance statistics only 
from October last .year so 
there are no comparative 
figures for August 1996. 

The highest gold turnover 
reported so far was for Feb- 
ruary this year, when 40.3m 
ounces a day worth $i4bn 
was cleared in a month in 
which the average gold 
price tumbled by $25 an 
ounce and foil below $350. 

Average daily volume of 
turnover for silver in 
August also fell, from 
270.6m ounces in July, to 
263.3m ounces. However, as 
the average mice rose, com- 
pared with July, fite value 
was unchanged at $i.2hn. 


go-ahead yesterday for the yo^riicoogina mine wfll be 
ore mine u^estOT is expected to 

developed by Rio s Hamers initially, increasing 

produce 5m tonnes gn>ws. 

to 15 tonnes a year as the market . med j a teiy ^ 

The instruction ®^ e middle of 1999. 

the first shipments are sch^uled 

The mine, which contains atout 3Wm tonn 


SSSSSksS 

inal population with ties to this area. Arkady Ostrovsky 


U CHINESE ALLOY EXPORTS 

EC imposes anti-dumping duty 


The European Commission has imposed 

dumping duties of 19.6 per cent on < 5^ D ^Li^5SIrif,^Hon 
ferrosili co-manganese, an alloy used in steel production. 

“Provisional antidumping duties are hereby 011 

imports of ferro^sm co-manganese originating to the 
people’s Republic of Chrna.” the European U^execn- 
tivesaid in its official journal dated S*P “The 

rate of provisional duties applicable to the net free-at-com- 
munity frontier price of imports of the product concerned, 
before duty, shall be 19.6 [per centj." it added. 

Dumped imports from China rose to 75,400 tonnes in 
1996 from 12,000 in 1993, an increase of 526 per cent, the 
commission said. During the same period the value of 
imports increased from 5.6m European currency rants to 
33£m. it said. Leaving the EU industry without adequate 
protection against Chinese imports would add to the diffi- 
culties of the ferrosflioo-manganese industry, it said- 

Reuters, Brussels 


m DIAMOND DISPUTE 

De Beers, Russia resume talks 


De Beers, the South African diamond giant yesterday 
resumed trade agreement talks with A 1 maz y Rossii 
gairtia Russia’s dominant diamond producer. During the 
three-day talks De Beers hopes to make sense out of a 
trade decree signed in July by Boris Yeltsin, Russia presi- 
dent De Beers is concerned that Mr Yeltsin’s decree will 
enable Russia’s smaller diamond producers to export dia- 
monds outside De Beers contract with ARS. Hie resump- 
tion of talks follows months of frustration on both sides, 
as the Russian government has been trying to work out 
its policy towards exports of precious metals- 

Arkady Ostrovsky 


JOTTER PAD 



CROSSWORD 

No.9,483 Set by CINEPHILE 



Uteri Pafo 
price cbriR 
Od 2090-0032 

Bov 2820 -0.019 

OK 2925-0019 

Jn 2920-0016 

Feb 2675-4005 

Mar 2405-0005 


Ngb Low 

2710 2075 
2035 2-785 

2942 2909 
2035 2895 
2675 2645 
2410 2390 


YW tat 

23041 53077 
8,830 37012 
3006 26016 
2014 24032 
1.006 16.098 
268 10.745 

C0S 840040 


Sett Oayta Open 

prior amye ffigb Low W tot 

Sep 554.00 -400 55400 534.00 10 154 

Dec 36200 +400 582.00 57B.Q0 30 152 
TOSS 80 416 


VOLUME DATA 

Open merest ant volume data shown far 

cmrir a efa; traded on COMEX. NYMEX C8T, 
NYCE, CME, CSCE and IPE Crude QU are 
twa day in arrears- VokJtte a Open titaest 
Kuala era lor ol traded months 


FUTURES DATA 

AR figures data supplied by CMS. 


■ UNLEAD83 GASOLINE 
WfMEX (42000 US grits; olC grib.) 


Silver Rx prtioy oz. US as equiv. 

Spot 287.05 458.70 

3 months 290.25 462.10 

6 months 29400 468.75 

1 year 302.75 477,40 

Ookt Coins S price £ equiv. 

Krugerrand 3i9-32i T89-20C 

Maple Leal 

New Soverotgn 75-77 47-48 



Lotaat Day's 



(fan 


prim doege Kgb 

Lorn 

Yet H 

Del 

5X50 

-054 

5930 

5805 1X965 32091 

Nov 

5X60 

-0.30 

57.00 

5X40 

9039 24.706 

Ooc 

ai.Qff 

-030 

5X40 

55.90 

2371 1X792 

Jn 

sens 

-025 

5630 

5600 

772 13092 

Feb 

5X50 

-024 

5650 

5X50 

461 3072 

tear 

Total 

5700 

-039 

5700 

5700 

736 5394 
3001210X234 


Nuts and seeds 
Prices from Kenhkw USS a terms. Iranian 
pfatacWoo 28/30 raw (in shefl) naturaSy 
opened (round): RPPC prices ai 4,350 
FCA Walnuts US Jwnba mshofl: 2.100 
FCA Gurepx Turidsh bazefawts st»faid 
No V. 13715 + 1in3 3P01 at 4.5(0. For 
now crop indic a tion 4,450 FOB. Turidsh 
apricots No. 1 crop 1997 at 2.950 CFR 
hEP. Iranian apricot halves 1.800 CFR 
for top quality industrial goods. Indian 
cashews crop 1887 tom top Sh ware: 
W320 ar 5.400. W240 at 5.800. US 
almonds: crop '97. SL5% at 3,850 far 
Sept/OcL snip. 


INDICES 

■ Renters (Base: 18/3/31 = 100) 

Sep 17 Sep 10 month ago year ago 
19M.7 19080 1905.6 19128 

B CRB Futteno (Beaec 1967 = IQO) 

Sep 16 Sop 15 month ago year ago 

24085 241,18 

■ eSQ Spot (Bass; 1970 = 100) 

Sep 16 Sep 15 month ago year ago 
195.19 194.99 19205 20002 

UK WAHEHOUK STOCKS ftCMnea) 


Atamrtisn 

+1025 

te 

727.075 

AAjnimrtl titty 

+320 

to 

51.720 

Qqppwr 

+1060 

to 

297.900 

Lead 

-7S 

CD 

121,125 

Mcfcef 

+90 

to 

59,602 

2ne 

♦11,675 

w 

410,700 

ni 

+10 

to 

11025 


Sacton (OcQ 1000-1100 

ftOtatam Arpu*. Tot tontibn f 0171, J 3S$ p S2 
■ OTHER 

GoU (per troy azft 

$320.75 

-02D 

Stew (per troy ccj* 

458.70c 

-1205 

Pfatnum (per troy oe.) 

342000 

-400 

Patodlum (per toy at) 

$16700 

-4.50 

Coffer 

990c 

-1.0 

LAed (US prod) 

4X00c 


Tm (Kuata Lumpur) 

IXOSr 

402S 

Tin (New Ytafi) 

2560 

-10 

Cattfa (live weigM) 

9X23p 

40.13* 

Sheep (Bve weight) 

11O09p 

-305- 

Pfas (*ve wri^rtn- 

S0-62P 

-1.48* 

ton. day sugar (rate) 

$27400 

-0.70 

toa day auger (wie) 

S3170O 

+220 

Barley (Eng. toad) 

Unq 


Mats (US No 3 Yellow) 

£10X00 


Wheat (US Dart North) 

Unq 


Rubber (Oct* 

59.75p 


Rubber (Nov)* 

5B.75p 


Rubber (KLRSSNoT) 

25X0Z 

♦1.0 

Coconut CM (PnQ§ 

6200 

+5JI 

Patel Ofl (Ma!ay.)§ 

487.5 

420 

Copra (Ptiq§ 

S4O70y 

+70 

Soyabean# (US) 

mg 

-10 


wtatawni VUUUWA KUO 

•wooftops (B4S Super) 


■~r. twwi tnaa s OF FUbnfem. i arim cwtai 
eta*. Omnp on no. tSaasd on 1/77 head d pot 


ACROSS 

1 Extract money from pris- 
ons for transporters of 
dairy produce (4,4) 

6 Rum lad, most likely (4£) 

9 A little money put in trust 
the other day (8) 

10 Accompany coster-mongo-? 

(G) 

12, 4, 7 Cartoonist, operettist, 
novelist and architect 

(5,7,5) 

13 I bit boxer savagely - rn 

show 'an? (ffl 

14 Creative architect? (6) 

16 Card game for the French, 

played by arbitrator? (7) 

19 A bird in the throat? (?) 

21 Ginger for architect? (Q 

23 Elevate the underworld 
and cause trouble (5,4) 

25 Architect puts line upon 
line (5) 

26 One gets up with flags (6) 

27 Half US president, loveless 
hooligan, dramatist, and 
architect (8) 

28, 4, 7 Architect and revolu- 
tionary geologist get Brit- 
ish Rail certificate (6,7,5) 

29 Didn’t go mad as yet with 
fellow (62) 

Down 

1 Motorway madness? it isn't 
real (6) 

2 Coal a real problem in 
region with network (5y4) 

3 See 24 

4 See 12 and 28 


6 Big lads in trouble for cut- 
ting off power (9) 

7 See 12 and 28 

8 Not a sign for public offi- 
cials (8) 

11 Norman architect and dra- 
matist (4) 

15 Lay of endangered goose? 
(6.3) 

17 Complete chang e in enter- 
tainment, a bit of hosting 
ff) 

18 ^ ru 6 s » possibly 
(8) 

20 Bird, sailor, and architect 

zi Depending on trenail bwng 

fixed (7) 

22 Snake with flying circus (6) 

24, 3 At home I run up singles 

for architect.... (5,5) 

25 ....and his namesake, 
golfer and policeman (5) 
Solution 9,482 
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LONDON STOCK EXCHANGE 


Interest rate fear tempers market exuberance 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

Wall Street's dazzling perform- 
ance on Tuesday was the catalyst 
for another strong showing by 
the UK equity market, driving 
the ETSE loo index back above 
the 5,000 leveL 

But London showed distinct 

Signs of running out of Steam. 

closing well off the day's best lev- 
els, as a batch of stronger than 
expected economic data reignited 
worries that UK interest rates 
may have to be increased again 
to cool the economy. 

Footsie finished the day 35.7 or 


0.7 per cent ahead at 5,013.1, 
extending the rise over the past 
three sessions to a massive 1643 
points, or 3.4 per cent 

There was evidence that the 
big rises in the leaders had been 
accompanied by genuine institu- 
tional demand. Turnover showed 
signs of picking up and reached 
865m shares by the 6pm cut-off 
point. Activity in non-Footsie 
stocks contributed only 47 per 
cent of turnover. 

Buying Interest was not con-, 
fined to the front-line stocks. The 
FTSE 250 outpaced the senior 
index, climbing 44.0 or 03 per 
cent to 43863, helped by excep- 
tionally powerful performances 
from a life assurance sector set 


alight by a bumper dividend pay- 
out announced by Britannic 
Assurance. 

The latter’s shares jumped over 
10 per cent, while those of United 
Assurance shot up about 9 per 
cent, before slipping off their 
best, on the prospect of 20 per 
cent dividend increases in the 
Immediate future. 

Some traders expressed wari- 
ness over Wall Street’s refusal to 
make further substantial prog- 
ress at the outset yesterday, 
when the Dow Jones industrial 
Average came in slightly firmer, 
only to slip back as the trading 
day gathered momentum. The 
Dow showed a double-figure loss 
as London closed. 


But it was the Dow's 174-point 
leap on Tuesday, in the wake of 
the smaller than expected rise in 
US inflation and encouragingly 
strong industrial production that 
set the scene for European mar- 
kets. 

Footsie opened 49 points 
higher, cruising through the 5,000 
marie in the process, as market- 
makers tried to protect them- 
selves from a welter of buying 
aiders. In the event, the buyers 
still emerged, taking Footsie to a 
session high of 53353. 

Thereafter it was the economic 
news that dominated. A rise in 
retail sales of 0.4 per cent in 
August, compared with forecasts 
of a flat figure, a 49,000 fell In 


unemployment, much greater 
than the consensus expectation, 
and a higher than expected 
increase in average earnings 
upset the gQts market 

Up around 12 ticks in the early 
part of the session, the 20-year 
gilt ran back to show a small 
decline, as the market began to 
fret about farther rises in UK 
rates, possibly as soon as next 
month. 

The currency story remained 
one of the market's most potent 
driving forces, with sterling's 
recent slide, and the potential far 
farther weakness in the event of 
a rise in German interest rates, 
behind further big gains In the 
UK’s leading exporters- 
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FTSE 100 5013-1 +38-7 

FTSE 260 46883 +M.Q 

Fra! M0 24123 +183 

FTSE Aft-Share 2366.67 +1J.43 

FTSE Aft-Shams yield 333 335 

Beak pertona h * »■«*»» 

1 Engineering 

2 Pharmaceuticals — — +« 

3 TetexxwTOracaBons — 

4 Consumer Goods — ... 

5 Ftetaflerc Food - +1J 


pr-30 32343 ■ 

FTSE Non-finsi pto 2* 1 J 
FTSElOQFUt SOP 5034-0 

ratio 234 

Worst peffumdnfl .sectors 

-j nan Distribution 

2 Taxfles & Apparai 

3 

4 Transport — ■ — — 

5 Household Goods 


Currency 

boosts 

Steel 


By Martin Brice 

and Joel Kfoazo 

Stirling's recent weakness 
provided a boost to overseas 
earners, with Bri tish S teel 
topping the list of FTSE 100 
risers as it advanced MRS to 
184‘.-,p in volume of 21m. its 
advance was said to be 
helped by interest from 
investors in the US. who 
were encouraged by the 
strong performance from 
Wall Street on Tuesday. 

TI Group was fourth in 
the FTSE 100 risers, with an 
advance of 18 to 6l8p, fol- 
lowed by Siebe. ahead 31 to 
Eii.SS'/i. 

Nor was the rise confined 
to front-line stocks. Weir 
Group, the Scottish engineer 
that has two-thirds of its 
sales outside the UK. was 
fourth in the FTSE 250 risers 
as its stock gained 18% to 
289V.p. 

Pilkington gained 9 to 
156Vip. helped by a Goldman 
Sachs note that rated the 
stock a "trading buy”, while 
Glynwed International 
advanced 19 to 272%p. 

Rolls-Royce saw brisk 
trade of 17m as it rose 3% to 
233'Ap, helped by a note from 
Flemings. Martin Smith at 
the broker told clients the 
shares offer scope for "signif- 
icant outperform ance" as 
they are lowly-rated. He 
thinks a 300p price far the 
stock is "more appropriate”. 


Both Rolls-Royce and BAe, 
up 36 to £1637%. have been 
made more attractive to 
maxketmakers by hopes that 
the 293 per cent limit on for- 
eign ownership might be 
increased to perhaps 49.9 per 
cent This would allow US 
buyers to increase their 
holdings farther. They are 
said to hold about 26 per 
cent of BAe shares. 

International banking 
group Standard Chartered 
advanced 9 to S17'/ip in 
heavy trade of 7,1m, as the 
shares shrugged off recent 
gloom and responded to a 
broker’s recommendation. 

With a substantial part of 
the group's profits derived 
from the Pacific rim. shares 
in Standard Chartered fell 
heavily from an all-time 
high of £10.81 in July of this 
year, on general concerns 
about the declines in Asian 
stock markets. 

Dealers suggested that the 
banking team at BZW had 
come to the rescue of the 
stock yesterday. The UK 
investment bank was 
reported to have issued a 
“buy" note on the stock. 
Dealers said BZW was keen 
to point out that the recent 
hit to Standard's shares 
more than reflected the 
increased risks of what is 
going on in Asia. 

BZW was said to have set 
a 940p a share yearend tar- 
get price. The bank is under- 
stood to have left its fall- 
year pre-tax profits forecast 
for Standard unchanged. 

Bumper interim figures 
and a broker’s recommenda- 
tion helped boost Britannic 
Assurance. The shares rose 
93 or 10.9 per cent to 939p, 
the best performer in the 


FTSE 250 by far. SocGen was 
cheered by the figures and 
moved quickly yesterday to 
upgrade its recommendation 
on the stock from "hold” to 
“buy". 

Mr Charles Lander, at the 
broker, said his change of 
recommendation was to 
reflect the prospect of 20 per 
cent dividend growth over 
the next five years. He set a 
near-term share price target 
of 990p, which he said would 
“put the shares at a conser- 
vatively stated net asset 
value of 824p”. 

He added the management 
was very upbeat about the 
restructuring of the compa- 
ny's sales force and head 
office, which should raise 
productivity substantially. 

United Assurance moved 
ahead In sympathy closing 
2 9% up at 48Lp. London & 
Manchester Group gained 
another 7 to 432%p. 

Profit-taking and disap- 


pointment about the divi- 
dend offset news of a 
planned share buy-back and 
favourable interim figures at 
BG. 

By the close the stock had 
given up 10 to 25SV*p, one of 
the day’s steepest declines In 
the FTSE 100, with 10m hav- 
ing been dealt 

Explaining the retreat Mr 
Kevin Lapwood at MeesPler- 
son Securities said: "Even 
though the company intends 
to go ahead with the antici- 
pated share tray-back, future 
dividend payouts will be 
reduced to reflect tbe lower 
number of shares on issue 
which was disappointing. " 

Retailers had a busy day 
with Next seeing brisk deal- 
ings of 9m shares, Its fifth- 
busiest day far four years as 
the stock advanced 7 to 
735V>p. However, the shares 
started the day under heavy 
pressure and fell almost 4pp 
as analysts digested Interim 


FT 30 BID EX 

Sap 17 Sap 16 Sap IS Sep 12 Sop 11 Yr ago ‘VBgh law 

FT 30 3234a 3217.9 3172-3 3133.6 3138.0 28384 3222a 26883 

Onl dhf. ytakJ 3.80 3.51 308 3 SO 3.60 401 442 340 

P/E ratio not 2043 2085 2066 2046 20.45 17.20 2078 15J0 

FVE ratio nil 20.15 20.68 20.38 20. IS 2016 17.04 2049 15.71 

FT 30 arcs e omS HiB Ugh awm iaraw: to* *oa sum tea Dbk VMS. 

FT 30 hourly c ha nges 

OpH OOP 10JQ0 lino 1200 1300 14J00 1800 1000 Hfah Law 
3244.7 3248.1 32343 32312 32343 32333 33*22 32412 3238.1 32482 3228.7 
_ S-p 17 Sap IB Sep 15 Sap 12 Sep 11 Virago 

SEAQ bargains 45264 40287 215.13 36262 37,308 30915 

Equity turnover (Onjt - 21508 2151.9 2052.1 22132 17105 

Equity bargatwf - 32252-0 38017 35,143 38*14 38*50 

Stans traded fm&t - 680.0 723.0 6473 690 A 8433 

flaaabtSnp iSN ia ta t and ovareaaa hmmar but IndtoUng Crest tower. 

C FTSE Mam a kwl LMtod 1997 A1 rights naawd Tor 1007. 


U London writrt data 

RbMandMbr 52 Wtoak b&n and lowa| UFFE BquHy optione 

Told Rises 962 Total Hghs 175 Total contracts 59,335 

Total Fafis 549 Total Lows 84 Cafls 33.788 

Same 1058 Puts 20567 

Sap T7 -Data based on Equty shares Kited on the London Share Service. 
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results in line with forecasts 
and a trading statement that 
highlighted hot August 
weather and slowing sales 
growth. 

But the shares found sup- 
port after the company made 
it clear that the slowdown in 
sales centred on the week 
between the death of Diana, 
Princess of Wales, and her 

funeraL 

Analysts said this one- 
week fell would have a large 
impact on sales in early 
stages of the second-half 
because August was a very 
thin month, but would not 
affect the Mi-year figures. 
Traders said forecasts were 
being maintained at about 
£185m: 

Richard Rainer at Mens- 
Pierson said Next shares 
were trading on a rating of 
about 20 times this year’s 
earnings, which was too 
high. He thought a rating 
closer to 17 times is more 
appropriate. 

King fisher closed up 13 to 
795 / s p after touching an 
all-time high of 800p follow- 
ing strong interim results 
that led to upgrades of £15m 
to about £470m for this year. 

Elsewhere In retailing, 
shares in Limelight Group, 
which . floated at I75p in 
November, advanced 3 to 
40V4p on news that chief 
executive Stephen Cotter 
had left. MeesPlerson 
advised clients to avoid the 
shares at an costs "no mat- 
ter how cheap the stock may 
look”. 

An announcement erf the 
end of merger talks hit 
shares in Tracker, down 100 
at 575p, and Trafficmaster, 
off 12 at 389p. 

Ganaher gained 4 to 273p 
after Interim results pointed 
to an increasing share of the 
UK tobacco market, which 
hurt Imperial Tobacco, 
down 8% at 375%p. GaHaher 
was seen to be gaining in the . 
low-price sector of the mar- 
ket However, after meeting 
the company, analysts were 
said to be pointing out that 


Gallaheris progress was in 
the ultra-low area to which 
Imperial has little exposure, 
so the mark-down in Impe- 
rial shares may have been 
overdone. 

P&O was off 16 at 668p 
ahead of its results today, 
after a story went the 
rounds that the European 
Commission was set to Mrn-v 
the planned merger with 
Stena. 

Jefferson Smurfit 
advanced 6 to 204Vip. helped 
by a note from NCB Stock- 
brokers in which John Con- 
roy told clients: "We believe 
that fair value far Smurfit at 
the moment is 230p." Even 
at 21 Ip the stock's rating 
would be midway between 
its US and European sector 
averages. 
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FINANCIAL TIMES THURSDAY SEPTEMBER 18 1997 


Highs & Lows shown on a 52 week basis 
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WORLD STOCK MARKETS 


FINANCIAL 


Thursday September 18 1997 


Markets come off the boil as Dow fades 


WORLD OVERVIEW 


Stuck Ir a trading range? 


Many world markets came 
Off the boll yesterday after 
an early rise on Wall Street 
petered out in later trading. 
In the European morning, 
follow-on buying after Tues- 
day’s sharp rise in US share 
prices bad carried many con- 
tinental bourses higher. 
writes Philip Coggan. 

Despite the sharp move- 
ments on many stock mar- 
kets over the past couple of 
months, it looks as if share 
prices may be stuck in a 
trading range. Markets are 
being pulled in several direc- 
tions as investors contem- 
plate interest rate prospects 
in the US and Germany. Eco- 
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nomic data tbat change the 
consensus Interest rate view 
thus cause a violent reaction 
in share prices. 

Tuesday’s rally on Wall 
Street was prompted by 
some benign inflation data. 


which caused the long Trea- 
sury bond to rally by more 
than 2 points. After drifting 
upwards to 6.6 per cent over 
the summer, the yield 
dropped below 6.4 per cent 
on Tuesday. 


“We have had a run of 
very good inflation data." 
said Keith Skeoch, chief 
economist at broker HSBC 
James CapeL "Those looking 
for an increase in the Fed 
funds rate in September 
have thrown In the towel, 
while those looking for a 
November increase are 
reconsidering. People are 
talking about the yield on 
the 10-year Treasury bond 
dropping below the 6 per 
cent level." 

But Mr Skeoch warns that 
"The international bond 
market is beginning to look 
a bit frothy. The precondi- 
tions are falling into place 
far a touch of 19&4’s setback 
in the bond market." 


Worries about German 
interest rates will be height- 
ened by the mooting of the 
Bundesbank council today. • 

So far, the German central 
bank baa threatened to raise 
rates to protect the D-Mark 
but has not actually Hrme so; 
the threat alone has helped 
stabilise the currency. 

But threats may have to 
be translated into action 
soon 

The weekend decision to 
advance, to next May, the 
date at which the conversion 
rates for monetary union 
will be ariTtnimrpd may, in 
turn, advance the process at 
which European interest 
rates co n v erge. That is likely 
to mean interest rate 


Increases in the core coun- 
tries. 

The DAX drifted back 
below 4,000 in post-bourse 
trading yesterday and is well 
off its best levels of the sum- 
mer. Indeed, the "round 
number" targets breached 
on many indices a couple of 
months ago, such as 3.000 on 
the CAC and 8,000 on the 
Dow, now look Uke formida- 
ble banders to further prog- 
ress. 

Technical analysts such as 
Brian Marber are cautious; 
he warns that if the Dow 
drops below its recent low of 
7,622, it could head all the 
way down to 6,400. 


EMERGING MARKET F OCUS 

China watershed 
whets appetite 


London market. Page 30 


Dow steady 
after mix ed 
early trade 


Zurich extends rally by 2.5% 


AMERICAS 


Wall Street had a mixed 
morning, with blue chips 
showing little indination to 
budge after Tuesday's 174- 
point rise on the Dow Jones 
Industrial Average, writes 
John Labate in New York. 

By early afternoon the 
Dow had added 3.33 at 
7,899.25 while the S&P 500 
Index was up 1.05 at 046.68. 
The Nasdaq composite was 
practically unchanged at 
1.668-90. Smaller stocks also 
marked time, with the Rus- 
sell 2000 index adding just 
under a point at 445.99. 

“It appears we are going to 
stand pat for the time 
being," said Arthur Hogan, 
senior equity trader at Mor- 
gan Stanley in New York. As 
some investors pocketed 
their winnings after Tues- 
day's rally, Mr Hogan found 
the fact that the market was 
holding its own a plus point 
“To sustain yesterday’s 
move would be pretty 
incredible,” he added. 

The bond market a major 
factor behind Tuesday's 
power play for equities, con- 
tinued to rise. Up more than 
2 points in the previous ses- 
sion, the 30-year Treasury 
bond had added a further A 
at 993 at midday, pushing 
the yield down to 6.38 per 
cent. Sending morning 
bonds and stocks higher was 
a report that housing starts 
had fallen 4.8 per cent in 
August 

Transport stocks were 
among the best performing 
sectors. The Dow Jones 
transport index gained 25.03 
at 3,147.16. Leading the sec- 
tor was trucking company 
Caliber System, which 
gained $3£ or more than 6 
per cent at $50 ‘.4 after an 
analyst at Smith Barney 
upgraded the stock's rating. 


Individual company news 
added to the market's mixed 
performance. A warning on 
profits sent shares of Owens 
Coming down $3% at $38 A. 
Fleet Financial shares fell 
Slit at $68$ as the New 
England bank announced 
the acquisition of Quick & 
Reilly Group. Quick & Reilly 
also fell back, losing $% at 
$38%. 

A cut in the rating of Ora- 
cle by analysts at Salomon 
and Cowen sent the share 
price for the software maker 
sharply lower. At midsession 
they were oft S3 at $3££. 

Drug makers Intemeuron 
Pharmaceutical and Ameri- 
can Home Products contin- 
ued to slip after Monday's 
recall of diet pills. Intemeu- 
ron plunged $2% or 17.4 per 
cent at $13% while American 
Home lost $4% to $G9ji. 

TORONTO built on the 
previous day’s Wall Street- 
driven gains with the bank- 
ing sector again making 
most of the running. At 
noon, the 300 composite 
index bail added a further 
24.45 to 6389.70. 

Ranks continued to gain 
ground on the view that the 
threat of a rise for US inter- 
est rates was rapidly reced- 
ing into the middle distance. 
Royal Bank of Canada added 
65 cents at C$65.90 and Bank 
of Nova Scotia 75 cents at 
C$64.45. 

Tech stocks were mixed 
with Geac Computer 
responding to Tuesdy’s 
release of record first- 
quarter results with a 
C$14.80 surge to C$88.75. 
Northern Telecom gained 
C$2.10 to C$145.10 but New- 
bridge Networks shed 55 
cents to C$7530. 

Industrial leaders con- 
tained a number of weak 
spots. Alcan Aluminium 
came off 75 cents to C$4730. 


Mexico strongly ahead 


MEXICO CITY surged from 
the opening bell as traders 
caught up with events on 
Wall Street after Tuesday's 
national holiday In Mexico. 

Local blue chips swung 
sharply into line with their 
ADR counterparts in New 
York, where the Dow had 
powered ahead on Tuesday. 

Telmex rose 64 centavos to 
18.48 pesos and financial 
leader Banamex-Accival 
added 1.30 pesos at 22.65 


At midsession the EPC 
index was 132.49 or 2.7 per 
cent ahead at 4365.61. 

SANTIAGO rounded off a 
busy morning with the IPSA 
index showing a midsession 
gain of 0.68 at 131.19. Power 
leader Enersis improved 3.00 
pesos to 314 pesos. 

SAO PAULO also gained 
ground in what dealers 
described as solid two-way 
trading. The midsession cal- 
culation on the Bovespa 
index was 11355. up 51.00- 


Derivativ es-lin ked buying 
propelled ZURICH another 
23 per cent higher as the 
market extended its latest 
rally Into a fourth consecu- 
tive session. The SMI index 
rose 132.6 to 5,550.4, extend- 
ing its rise so far this week 
to more than 5 per cent 

Analysts suggested that 
some of the profits taken in 
the market over recent 
weeks were now returning 
in the form of options. Trad- 
ers also noted that the finan- 
cial sector had profited from 
rumours that UK and US 
investors were switching 
from German banks to ’their 
Swiss counterparts. 

Among financials, SBC 
rose SFrS.50 to SFr385.50. 
Merger partners CS Group 
and Winterthur were also 
winners, adding SFr5 to 
SFri95 and SFr41 to SFrl.414 
respectively. 

The actively-traded Novar- 
tis registered shares, which 
rose SFr72 to SFr2.225, 
accounted for the biggest 
part of SMI’s rise, while 
Roche gained SFr220 to 
SFrl3,120. Nestld advanced 
SFr24 to SFrl360 ahead of 
interim figures expected 
today. Zurich Insurance, also 
due to release details of half- 
year figures today, gained 
SFrl2 to SFrS99. 

Ascom tumbled SFr20 to 
SFr2,l40, even though the 
company reported a 36 per 
cent rise in first-half opmat- 
ing profits. Analysts attri- 
buted the pull-back to con- 
cern over a drop in profit 
TngTgtoft in telecommunica- 
tions, the company's largest 
division. 

FRANKFURT saw the Dax 
index up at 4,010.48 by the 
end of floor trade but in late 
electronic trade, the Ibis- 
indicated index slipped back 
below 4,000 points to 3370.44, 
a fall of 2535 on the day. 

Financials remained 
actively traded amid con- 
tinuing speculation of fur- 
ther mergers and demergers 
in the sector. Deutsche Bank 
picked up DM230 at DM109. 
on rumours that it might sell 
30 per cent of its Gerling 
insurance unit, 

D res drier Bank slipped 
20pfg to DM77 although ana- 
lysts said the speculation 
which had boosted the 
shares this week did not 
seem far-fetched and could 
mar further gains in coming 
sessions. Vereinsbank gave 
up DM2 to DM93.50 and 
Hypo-Bank ended DM1.10 
lower at DM70.40. 

Adidas regained its compo- 
sure as investors reassessed 
its plan to buy the French 
sports equipment maker, 
Salomon. The shares fin- 
ished DM12.20 higher at 
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DM23030, having bit a high 
of DM237. UBS said that it 
was maintaining Its 12- 
month target price of DM250 
an the stodk, adding that it 
would continue to outper- 
form the German market. 
Deutsche Morgan Grenfell 
raised its rating on Adidas to 
overweight while Commerz- 
bank, which maintained its 
buy rating, reduced its 1998 
pamhipa estimate. 
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PARIS backtracked from 
early gains. The CAC 40 
irate* erateri 3.45 hi gher at 
2344J00 after reaching a high 
point of 2,976.21 in late 
morning trading. 

Pernod Ricard came oft 
steeply following Tuesday 
evening's interim announce- 
ment. Goldman Sachs edged 
up its 1997 earnings forecast, 
but most brokers found the 
results disappointing. The 
shares lost FFr13. 70 or 4.4 
per cent at FFr299.4. 

Cie Bancaire came oft 
FFr5.00 to FFr694 as the 
banking group set the price 
of its forthcoming rights 
issue at FFr555. 

Bright spots were Bic, 
which jumped FFr1930 or 4.7 
per cent to FFr440 after a US 
coart ruling against the 
planned management buy- 
out at its Schaeffer off s ho ot, 
and AGF and Canal Plus. 
AGF added FFr430 at FFr242 
and Canal FFr18.00 at 
FFr1,077. Both companies 
report interims today. 

There was plenty of action ; 


Tokyo slips to five-month low 


ASIA PACIFIC 


Tokyo fell 1.6 per cent to Its 
lowest level since mid-April 
as fresh series of poor eco- 
nomic data sparked investor 
uncertainty, writes Gwen 
Robinson. 

The Nikkei 225 average 
ended 291.23 lower at 
17,68337 after touching a low 
for the session of 17,563.66. 
The day’s peak was 18,17602. 

Stocks opened moderately 
higher in the wake of Wall 
Street’s overnight advance, 
but sentiment turned tail fol- 
lowing news of a surge In 
Japan's August trade sur- 
plus. The Investor mood was 
further depleted by another 
decline in department store 
sales, the fifth consecutive 
monthly fall. 

Volume rose to an esti- 
mated 456m shares. Declines 
overwhelmed advances 937 
to 191 with 130 unchanged. 
The Topix index of all first- 
section stocks fell 2037 to 
1.373.97 and the capital- 
weighted Nikkei 300 was 
down 3.66 at 268-88. 

In London, the ISJE/Nikkei 
50 index fell 1.06 to 1 .540.177. 

Large-capital steels hit 
new iows for the year on 
concerns about the indus- 
try’s increasingly poor out- 


look. Nippon Steel fell Y5 to 
Y286, after reaching a new 
intraday low of Y262. Kawa- 
saki Steel fell Y3 to Y243, 
after gliding to an intraday 
low of Y228. Among con- 
struction stocks, Daikyo, a 
condominium builder, fell 
Y2S to Y247. Yamato Trans- 
port, the day’s most active 
issue, fell Y40 to Y1.460. 

High-technology issues 
suffered profit-taking. 
Ad van test fell Y200 to 
YU300. Tokyo Electron Y30 
to Y6390 and Kyocera Y200 


Hong Kong and Seoul were 
closed for public holidays 


to Y7.6Q0. However. Sony 
rose Y200 to YlQ.800 and 
TDK Y30 to Y9380. 

In Osaka, the OSE average 
fell 246.41 to 18.689.87 and 
volume rose to 1 97m shares. 

BANGKOK was marked 
lower for a second straight 
session on continuing con- 
cerns about the political sit- 
uation and the lowering of 
ratings on seven financial 
institutions. The SET index 
closed 9.81 lower at 517.40 in 
turnover of BtLSbn. 

Most of the leading sectors 
retreated. The banking sec- 
tor led in terms of value, los- 
ing 0.7 per cent, followed by 


the communication sector, 
which shed 3.6 per cent 

KUALA LUMPUR was 
under pressure from 
renewed weakness in the 
Malaysian dollar, which left 
the composite index down 
1536 or L9 per cent to 81L12. 

Among stocks in the news, 
Malaysian Resources fell 12 
cents to M$2.98, The com- 
pany said on Monday that it 
was seeking to clarify the 
waiver on its general offer 
for the shares in TV3 and 
New Straits Times shares it 
does not already own. 

SYDNEY moved strongly 
ahead, spurred by Wall 
Street’s overnight gains, 
which sparked a busy ses- 
sion for financials. The AH 
Ordinaries index gained 27.5 
to 2.6793. 

NAB jumped 33 cents to 
A520.35 and ANZ 24 cents to 
A$10.G5. Commonwealth rose 
19 cents to A$l& 21 . Among 
insurers, National Mutual 
added 10 cents at A$238. 

TAIPEI rallied strongly, 
climbing back above 9,000 as 
investors sought bargains in 
electronics stocks. The 
weighted index jumped to a 
peak of 9.123.17 before clos- 
ing at 9,087.55, a gain of 1.7 
per cent or 15553. Turnover 
was light at T$893bn. 


Taiwan Semiconductor 
gained TS630 to T$140-0 and 
United Microchip rose TS6.00 
to TS95.50. 

MANILA juddered lower 
as rumours of a loan default 
by a big banking customer 
ran round the market The 
composite Index shed 35.59 
or 1.7 per cent to 2373.96. 

Philippine National lost 
4.00 pesos to 105 pesos and 
Metrobank lost 1030 pesos to 
375 pesos. Financials were 
generally weaker. Ayala 
Land tumbled 75 centavos or 
46 per cent to 15.75 pesos. 

BOMBAY tumbled 2.10 per 
cent in heavy selling in 
response to the federal gov- 
ernment’s announcement of 
a a percentage point increase 
in import duties. The BSE-30 
index lost 8436 points to 
3,92833. 

Analysts noted that on 
Tuesday the government 
increased the customs duty 
on all imports except petro- 
leum and project imparts in 
an effort to raise revenue 
after it was forced to agree a 
second wage increase for 
5.3m gov ernm ent employees 
last week. 

One dealer said sentiment 
was so depressed that it was 
difficult to find buyers even 
at the day's lowest levels. 


among second-liners. Pech- 
lney and Bertrand Faure 
both put out strong half-year 
results. Pechiney gained 
FFr5.50 to FFr145.5 and 
Faure FFr23.01 to FFr3541. 

Salomon resumed share 
trading and jumped FFr78.00 
or 17.7 per cent to FFr516 on 
news that German sports- 
wear maker Adidas had 
launc hed a takeover bid. 

AMSTERDAM continued 
to rfimh with strong demand 
for financials end most inter- 
nationals “Hfrtnp- the AEX 
Index by 16.01 to 896.11. 

Paper leader KNP rose 
strongly for the third day 
running, adding FI 2.60 to 
FI 51.10. The shares have 
surged almost 18 per cent 
since file group announced 
on Monday the sale of its 
troubled Austrian offshoot 


Ahold was the day's hot 
stock, jumping FI £90 'or 5-8 
per cent to FL 53.30. ABN 
Amro added FI .10 at FI 40.80 
and Philips gained F15JL0 to 
FI 151.40. 

ELM took a beating after 
the airline claimed tbat a 
planned .curb on night 
flights out of Amsterdam’s 
Schiphol airport would 
severely hit earnings. The 
shares slid FI L60 or 12 per 
cent t o FI 7 0.70. 

STOCKHOLM saw retailer ‘ 
Hennes & Maoritz slide 
SKriLOQ to siTfffia k on. third- 
quarter results. Boosted by 
US buying, Pharmcia & 
Upjohn gained SKr7.00 to 
SKi382.5. The general index 
finished 15.45 ahead at 
840486. 


Written and ecflted by Michael 
Morgan and Jeffrey Brown 


SOUTH AFRICA 


Johannesburg brought a 
seven-day losing streak to 
an end with a rebound for 
the all-share Index, which 
made progress throughout 
the session to close 46.0 

Mg+uw at 7,191.6- 
Industrials provided most 
of the day’s upward punch. 
Sasol gained RL50 to R62JS0 
in turnover of R89m. The 
industrials rose 75.2 

to 8,786.5. Golds, hampered 
by a weak bullion price, 
came off 1&9 at 921. 


President Jiang Zemins 
address to China's Commu- 
nist party congress last 
week was long, formal and 
low on apparent drama. 
But his message of eco- 
nomic reform tantalised 
investors in Hong Kong, 
shifting the spotlight onto 
mainland-linked shares. 

Hailed as a watershed m 
China’s move to the mar- 
ket, President Jiang’s 
pledge to revive state- 
owned industries secures 
Wring Kong’s role as a capi- 
tal-raising centre for the 
mainland and heralds a 
restructuring pbasa 

“The reform programme 
la fairing a bold new direc- 
tion,” says Ken Chan at 
Nikko Securities. For the 
first time, he argues, China 
has signalled it will 
endorse ownershi p chan ges 
at state-owned enterprises. 

For Hong Kong investors 
the im plicat ions are signifi- 
cant. Beijing will look to 
the territory for capital, 
having raised $43bn there 
in initial Public Offerings 
in file past five years. 

Hong Kong-listed compa- 
nies could then enjoy prior- 
ity in mergers and acquisi- 
tions because they already 
have access to funding. 

This logic and anticipa- 
tion of President Jiang’s 
mpagagp has already pow- 
ered China-backed shares 
on the Hong Kong stock 
exchange. The index which 
measures H-shares, Hong 
fnng listings of Chinese 
state-owned companies, has 
risen 50 per cent tins year. 
Shares in red chips, Hong 
Kong aims Of mainland 
business groups or govern- 
ment bodies, have doubled. 

There have been spectac- 
ular gains. Yizheng Chemi- 
cal Fibre rose 82 pa cent in 
a day after official approval 
of the H-share group’s plan 
to merge with three other 
companies. 

Richard Lo. head of 
China research at BZW 
Asia, believes many bene- 
fits of restructuring are 
already reflected in China- 
linked shares. Further 
gains will be limit ed until 
details are added to Presi- 


Cbtat sums 


indices {rebased) ; 

a25 HsSiwaU 


178 "" 



RedCrtp 


OBtwfti mneot 


dent Jiang's broad strokes. 

“H-shares have gone 
from pariah status to stock 
market darlings.” says one 
European ftind manager. 
“But It’s hard to justify 
such a shift Even if we see 
radical restructuring, many 
of these companies still 
operate in difficult sectors, 
i»ire steel and chemicals.” 

Nikko Securities con- 
cluded in a study that 
while H-share interim 
results were better than i 
last year, median earnings 
growth of 3 per cent was j 
below expectations. The big i 
red chips such as Citic j 
Pacific, Hong Kong arm of 
Beijing’s flagship Invest- 
ment vehicle, have seen 
much stronger profits 
growth. 

Hong Kong management 
and relative freedom in 
business strategy have also 
underpinned investor senti- 
ment but smaller red chips 
like H-shares are often 
buoyed more by speculative 
retail investment than fun- 
damentals. 

“The boom in red chips is 
reported to have been fed, 
perhaps to an unhealthy 
extent, by borrowing and 
inc estuous investment 
activity among some more 
recently listed companies,” 
says Edgar Cheng, stock 

exchange rhairnraTi- 

“While there is nothing 
illegal about these activi- 
ties. there exists a higher 
than normal risk of sudden 
market setbacks.” 


John Ridding 
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No Exchange transaction or clearing fees for 6 months 

Basis Trading Facility 

Options strategy trading 

Proven Bund and Euromark contracts 

Spread Trading Facility 

International bond product range 


Introducing LlFFE’s Bobl futures and options, the latest addition to U FEE'S diverse 
range of international contracts. 


LlFFFs Bobl contracts are underpinned by an innovative guaranteed liquidity scheme. 
For the duration of the scheme, this liquidity will be provided by: 


SBC Warburg Dillon Read 
■ a division of Swiss Bank Corporation 


Bobl futures 

and Bund/BoW spreads ' 


FCT Europe Limited 


Bob! options 


The Bobl - at UFFE from 18 September 

rT_ LI FF( 


For more details please contact 

Stnart MortnneHHalker on 444 171 379 2087 • 

http://www.liffe.com/ 


The London international Financial 
Futures and Options Exchange 
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